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Public Law 103-66

103d Congress
_ An Act
Aug. 10,1998  To provide for reconciliation pursuant to section 7 of the concurrent resolution
[H.R. 2264] on the budget for fiscal year 1994.

Be it enacted by the Senate and House of Representatives of
Omnibus Budget the United States of America in Congress assembled,

Act of 1993. SECTION 1. SHORT TITLE.

This Act may be cited as the “Omnibus Budget Reconciliation
Act of 1993".

SEC. 2. TABLE OF CONTENTS.
The table of contents is as follows:
TITLE I—AGRICULTURE AND RELATED PROVISIONS
TITLE II—ARMED SERVICES PROVISIONS
TITLE HI—BANKING AND HOUSING PROVISIONS
TITLE IV—STUDENT LOANS AND ERISA PROVISIONS
TITLE V—TRANSPORTATION AND PUBLIC WORKS PROVISIONS

TITLE VI-COMMUNICATIONS LICENSING AND SPECTRUM ALLOCATION
PROVISIONS

TITLE VII-NUCLEAR REGULATORY COMMISSION PROVISIONS
TITLE VIII-PATENT AND TRADEMARK OFFICE PROVISIONS
TITLE IX—MERCHANT MARINE PROVISIONS
TITLE X—NATURAL RESOURCES PROVISIONS
TITLE XI—CIVIL SERVICE AND POST OFFICE PROVISIONS
TITLE XII—VETERANS' AFFAIRS PROVISIONS

TITLE XIII—-REVENUE, HEALTH CARE, HUMAN RESOURCES, INCOME SE-
CURITY, CUSTOMS AND TRADE PROVISIONS, FOOD STAMP PROGRAM,
AND TIMBER SALE PROVISIONS

TITLE XIV—BUDGET PROCESS PROVISIONS

= St TITLE I—AGRICULTURAL PROGRAMS

Act of 1998,
SEC. 1001. SHORT TITLE AND TABLE OF CONTENTS.

7 USC 1421 note. (a) SHORT TITLE.—This title may be cited as the “Agricultural
Reconciliation Act of 1993”.

AUTHENTICATED
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(b) TABLE oF CONTENTS.—The table of contents of this title
is as follows:

1001. Short title and table of contents.
Subtitle A—Commodity Programs
1101. U cotton program.

Subtitle B—Rural Electrification
1201. Refinancing and prepayment of FFB loans.
Subtitle C—Agricultural Trade
1301. Acreage reduction requirements.
1302. Market promotion program.
Subtitle D—Miscellaneous

1401. Admission, entrance, and recreation fees.
1402. Environmental conservation acreage reserve program amendments.
1403. Federal crop insurance.

Subtitle A—Commodity Programs

SEC. 1101. UPLAND COTTON PROGRAM.

(a) IN GENERAL.—Section 103B of the Agricultural Act of 1949
(7 U.S.C. 1444-2) is amended—
nné"l) in the section heading, by striking “1985” and inserting
“
(2) in subsections (a)1), (b)(l) (eX1XA), (cX1XBXii), and
(0), b;r striking “1995" each place it appears and inserting

(3) in subparagrt:&hs (B)(l] (D)(l), (EXi), and (F)(i) of sub-

f8¢ 8% & FEREREREREE ¥
2

section (a)(ﬁ) by 8 ng “1996” each place it appears and
msertmg
(4) in subsecnon (eX1XD)—

(A) in the subpara%raph headmg by striking “50/92
PROGRAM” and inserting “60/85
(B) by inserting after “8 percent" both places it appears
the following: “for each of the 1991 through 1993 crops,
and 15 percent for each of the 1994 through 1997 crops
5 as provided in clause (vXII)),”;
(C)i m clausa (v)—
by striking “(v) PREVENTED PLANTING.—If” and

“(V} PLANT’ING AND REDUCED YIELDS.—

“(I) 1991 THROUGH 1993 CROPS.—In the case
of each of the 1991 through 1993 crops of upland
cotton, if”; and
(ii) by adding at the end the following new

subclause:
“(II) 1994 THROUGH 1997 CROPS.—In the case
of each of the 1994 through 1997 crops of upland
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cotton, grodueers on a farm shall be eligible to
receive deficiency payments as provided in clause
(iii) if an acreage limitation program under sub-
section (e) is in effect for the crop and—

“(aa) the producers have been determined
by the Secretary (in accordance with section
503(c)) to be prevented from planting the crop
or have incurred a reduced yield for the crop
(due to a natural disaster) and the producers
elect to devote a portion of the maximum pay-
ment acres for upland cotton (as calculated
under subparagraph (CXii)) equal to more
than 8 percent of the upland cotton acreage,
to conservation uses; or

“(bb) the producers elect to devote a por-
tion of the maximum payment acres for upland
cotton (as calculated under subparagraph
(C)ii)) equal to more than 8 percent of tﬂe
upland cotton acreage, to alternative crops as
provided in subgaragraph (E).”; and

(5) in subsection (e}1XD), inserting after “30 percent”
the following: “for each of the 1991 through 1994 crops, 29%2
gereent for each of the 1995 and 1996 crops, and 29 percent
or the 1997 crop”.

(b) ProvISIONS NECESSARY TO THE OPERATION OF THE PRO-
GRAM.—

(1) DEFICIENCY AND LAND DIVERSION PAYMENTS.—Section
114 of the Agricultural Act of 1949 (7 U.S.C. 1445)) is amended
by striki 1995” each glaee it appears in subsections (a)}1)
and (c) and inserting “1997”.

(2) ACREAGE BASE AND YIELD SYSTEM.—Title V of such
Act (7 U.S.C. 1461 et seq.) is amended—

(A) in section 503 (7 U.S.C. 1463)—
(i) in subsection (c)(3)—
I b{' striking “0/92 or 50/92”; and
(II) by striking “1995” and inserting “1997”;

(ii) in subsection {h}(2)(A)& b%striking “1995” each
lace it appears and inserting “1997”;
) in paragraphs (1) and (2) of section 505(b) (7 U.S.C.
1465(b)), by stri “1995” each place it appears and
i ing “1997"; an
(C) in section 509 (7 U.S.C. 1469), by striking “1995”
and inserting “1997”".
(3) PAYMENT LIMITATIONS.—The Food Security Act of 1985
(Public Law 99-198; 99 Stat. 1354) is amended—
(A) in paragraphs (1)A), (1XB), and (2XA) of section
1001 (7 U.S.C. 1308), by striking “1995” each place it
appears and inserting “1997”; and
(B) in section 1001C(a) (7 U.S.C. 1308-3(a)), by striking
“1995” both places it appears and inserting “1997”.

SEC. 1102. WHEAT PROGRAM.

Section 107B(cX1XE) of the Agricultural Act of 1949 (7 U.S.C.
1445b—-3a(c)X1XE)) is amended—
(1) in the subparagraph heading, by striking “0/92 PRO-
GRAM” and inserting 5 PROGRAM”;
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(2) in clause (i), by inserting after “8 percent” both places
it appears the following: “for each of the 1991 through 1993
crops, and 15 percent for each of the 1994 through 1997 crops
(excegt as provided in clause (vii)),”; and

(3) by adding at the end of the subparagraph the following

new clause:

“(vii) EXCEPTIONS TO 0/85.—In the case of each
of the 1994 through 1997 crops of wheat, producers
on a farm shall be eligible to receive deficiency pay-
ments as provided in clause (ii) if an acreage limitation
pmdgrn.m under subsection (e) is in effect for the crop
an | ——

“(INaa) the producers have been determined
by the Secretary (in accordance with section 503(c))
to be prevented from jilanti.ng the crop or have
incurred a reduced yield for the crop (due to a
natural disaster); an

“(bb) the producers elect to devote a portion
of the maximum payment acres for wheat (as cal-
culated under subparagraph (C)ii)) equal to more
than 8 percent of the wheat acreage, to conserva-
tion uses; or

“(II) the producers elect to devote a portion
of the maximum payment acres for wheat (as cal-
culated under sub aph (C)(ii)) equal to more
than 8 percent of wheat acreage, to alternative
crops as provided in subparagraph (F).”.

SEC. 1108. FEED GRAIN PROGRAM.

Section 105B(c)X1XE) of the Agricultural Act of 1949 (7 U.S.C.
bk e ph heading, by striking “0/92
in subpar ea , by & < PRO-

GRAM” and inserti “wﬁs PROGRAM”;

(2) in clause (i), by inserting after “8 percent” both places
it appears the following: “for each of the 1991 through 1993
crops, and 15 percent for each of the 1994 through 1997 crops
(except as provided in clause (vii)),”; and

(3) by adding at the end of the subparagraph the following
new clause:

“(vii) EXCEPTIONS TO 0/85.—In the case of each
of the 1994 through 1997 crops of feed grains, produc-
ersonat‘armahgé!dbezlea' lza)t.t:freceivedelflgfwy

ayments as provided in clause (ii) if an acreage limita-
{Jiogm:mgrampunder subsection (e) is in effect for the

crop and—
“(IXaa) the producers have been determined

by the Secretary (in accordance with section 503(c))

to be prevented from planting the crop or have

incurred a reduced yield for the crop (due to a

natural disaster); lmcfl

“(bb) the producers elect to devote a portion
of the maximum payment acres for feed grains

(as calculated unt{:ar subparagraph (C)ii)) equal

to more than 8 percent of the feed grain acreage,

to conservation uses; or
“(II) the producers elect to devote a portion
of the maximum payment acres for feed grains
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(as calculated under sub ph (CXii)) equal

to more than 8 percent of the feed grain acreage,

(t.lg) %lternatwe crops as provided in subparagraph
SEC. 1104. RICE PROGRAM.

Section 101B(c)(1XD) of the Agricultural Act of 1949 (7 U.S.C.
1441-2(':():(1%)(]3)11;8 R diraracsinli Iwadiny, by stiking “Sowa
in the su ea y 8 -y PRO-
GRAM” and i msertmp "50)‘85‘) BA}.I‘g
(2) in clause (i), by inserting after “8 percent” both places
it appears the follomng- “for each of the 1991 thro h 1993
crops and 15 percent for each of the 1994 through 1997 crops
gt as pro‘nded in clause (vXII)),”;
(3) in clause (v)—
(A) by striking “(v) PREVENTED PLANTING.—If” and
inserting the following:
“(v) PREVENTED PLANTING AND REDUCED YIELDS.—
“(I) 1991 THROUGH 1993 CROPS.—In the case
of ea.ch of the 1991 through 1993 crops of rice,

and

(B) by sddmg at the end the following new subclause:
“(II) 1994 THROUGH 1997 CROPS.—In the case
of each of the 1994 through 1997 crops of rice,
mducem on a farm shall be eligible to receive
mency payments as provided in clause (iii) if
limitation program under subsection

(e) 1s ﬁ! ect for the crop and—

“(aa) the producers have been determined
by the Secretary (in accordance with section
503(c)) to be prevented from planting the crop
or have incurred a reduced ymld for the crop
(due to a natural disaster) and the producers
elect to devote a portion of the maximum pay-
ment acres for rice (as calculated under
subparagraph (C)ii)) equal to more than 8
percent of the rice acreage, to conservation

I‘(bb) the producers elect to devote a por-
tion of the maximum payment acres for rice
(as calculated under subparagraph (CXii))
equal to more than 8 percent of the rice acre-
age, to alternative crops as provided in
subparagraph (E).”.

SEC. 1105. DAIRY PROGRAM.

(a) IN GENERAL.—Section 204 of the Agricultural Act of 1949
(7 U.S.C. 1446e) is amended—
990(”1) in the section heading, by striking “1995” and inserting
o |
(2) in subsections (a), (b), (AX1IXA), (AX2XA), (d)(3), (gX1),
eiglgs(k;’), by striking “1995” each place it appears and inserting
(8) in subsection (c)(8)—
(A) in the first sentence of subgaragraph (A), by strik-
?ﬁ “t.herheSecresecm and inserting “Subject to subparagraph
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(B) by redesignating subparagraph (B) as subpara-
graph (C); and

(C) by inserting after subparagraph (A) the following
new subparagraph:

“B) GUIDELINES.—In the case of purchases of butter
and nonfat dry milk that are made by the Secretary under
this section on or after the date of enactment of the Omni-
bus Budget Reconciliation Act of 1993, in allocating the
rate of price support between the pumhase prices of butter
and nonfat dry milk under this paragraph, the Secretary
may not—

“(i) offer to purchase butter for more than $0.65
per pound; or
“(ii) offer to purchase nonfat dry milk for less
than $1.034 per pound.”;
(4) in subsection (h)}2)—

(A) by striking “and” at the end of subparagraph (A);

(B) by striking the period at the end of subparagraph
(B) and inserting “; and”; and

(C) by adding at the end the following new subpara-

ph:

“(C) during each of calendar years 1996 and 1997,
10 cents per hundredweight of milk marketed, which rate
shall be adjusted on or before May 1 of the respective
?El)endard year in the manner provided in subparagraph

.”; an
“199(65") in subsection (gX2), by striking “1994” and inserting
(b) PROVISIONS NECESSARY TO THE OPERATION OF THE PRO-
GRAM.—Section 101(b) of the Agriculture and Food Act of 1981
gig'ggc 608c note) is amended by striking “1995” and inserting
(c) REDUCTION IN PRICE RECEIVED.— 7 USC 1446e

(1) DEFINITIONS.—As used in this subsection: s

(A) BOVINE GROWTH HORMONE.—The term “bovine
growth hormone” means a synthetic growth hormone pro-
duced thmuﬁedthe process of recombinant DNA techniques
that is inte for use in bovine animals.

(B) DATE OF APPROVAL.—The term “date of approval”
means the date the Food and Drug Administration, pursu-
ant to authority under section 512 of the Federal Food,
Drug, and Cosmetic Act (21 U.S.C. 360b), first approves
an application with respect to the use of bovine growth
hormone.

(2) REDUCTION IN PRICE RECEIVED.—In order to offset the
economic effects of the sale of bovine growth hormone, the
Secretary of Agriculture shall decrease the amount of the reduc-
tion in price received by producers specified in sub ag'raph
(B) or (C) (as appropriate) of section 204(h)(2) of the
tural Act of 1949 (7 U.S.C. 1446e(h)2)) by 10 percent during
the period beginning on the date of approval and ing 90

after the date of approval and, during the period, it
shall be unlawful for a person to sell bovine growth hormone
for commercial agricultural purposes.
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SEC. 1106. TOBACCO PROGRAM.

(a) DOMESTIC MARKETING ASSESSMENT.—Part I of subtitle B

of title III of the Agricultural Adjustment Act of 1938 (7 U.S.C.
1311 et seq.) is amended by adding at the end the following new
section:

Business and “SEC. 320C. DOMESTIC MARKETING ASSESSMENT.

industry.
Exports and

“(a) CERTIFICATION.—A domestic manufacturer of cigarettes
certify to the Secretary, for each calendar year, the percentage

imports.  ghall
7USC 1814i of the quantity of tobacco used by the manufacturer to produce
cigarettes during the year that is produced in the United States.

“(b) PENALTIES.—

“(1) IN GENERAL.—Subject to subsection (f), a domestic
manufacturer of cigarettes that has failed, as determined by
the Secretary after notice and opportunity for a hearing, to
use in the manufacture of cigareties during a calendar year
a quantity of tobacco grown in the United States that is at
least 75 percent of the total &mmy of tobacco used by the
manufacturer, or to comply with subsection (a), shall be subject
to the requirements of su ions (c), (d), and (e).

“(2) FAILURE TO CERTIFY.—For purposes of this section,
if a manufacturer fails to comply with subsection (a), the manu-
facturer shall be presumed to have used only imported tobacco
in the manufacture of cigarettes produced by the manufacturer.

“(3) REPORTS AND RECORDS.—

“(A) IN GENERAL.—The Secretary shall require manu-
facturers of domestic cigarettes to make such reports and
maintain such records as are necessary to carry out this
section. If the reports and records are insufficient, the
Secretary may request other persons to provide supple-
mental information.

“(B) EXAMINATIONS.—For the purpose of ascertaining
the correctness of any report or record required under
this section, or of obtaining further information required
under this section, the Secretary and the Office of Inspector
General may examine such records, books, and other mate-
rials as the gecretary has reason to believe may be relevant.
In the case of a manufacturer of domestic cigarettes, the
Secretary may charge a fee to the manufacturer to cover
the reasonable costs of any such examination.

“(C) PENALTIES.—Any tg::grscor:: who fails to provide
information required under this paragraph or who provides
false information under this paragraph shall be subject
to section 1001 of title 18, United States Code.

“(D) CONFIDENTIALITY.—Section 320A(c) shall apply to
information submitted by manufacturers of domestic ciga-
rettes and other persons under this paragraph.

“(E) DiscLOSURE.—Notwithstanding any other provi-
sion of law, information on the percentage or quantity
of domestic or imported tobacco in cigarettes or on the
volume of cigarette production that is submitted under
this section s be exempt from disclosure under section
552 of title 5, United States Code.

“(c) DOMESTIC MARKETING ASSESSMENT.—

“(1) IN GENERAL.—A domestic manufacturer of cigarettes

described in subsection (b) shall remit to the Commodity Credit
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Corporation a nonrefundable marketing assessment in accord-
ance with this subsection.

“(2) AMOUNT.—The amount of an assessment imposed on
a manufacturer under this subsection shall be determined by

“(A) the %nant.ity by which the quantity of imported
tobacco used by the manufacturer to produce cigarettes
duri.ngaprewdiifwlendaryearexeeeda% rcent of
the quantity of tobacco used by the manufacturer to
produce cigarettes during the preceding calendar year; by

“(B) the difference between—

“(i) ’;‘?at;f g sum of— d L
average price per pound recei y
domestic producers for Burﬁy tobacco during the
preceding calendar year; and
“II) the average price per pound received by
domestic producers for Flue-cured tobacco during
the p ing calendar year; and
“(ii) the average price per tﬁ:und of unmanufac-
tured im d tobacco during preceding calendar
year, as determined by the Secretary.
“(3) COLLECTION.—An assessment imposed under this sub-
section shall be—

“(A) collected by the Secretary and transmitted to the
Commodity Credit Corporation; and

“(B) enforced in the same manner as provided in section

320B.

“(d) PURCHASE OF BURLEY TOBACCO.—

“(1) IN GENERAL.—A domestic manufacturer of cigarettes
described in subsection (b) shall purchase from the inventories
of the producer-owned cooperative marketing associations for
Burley tobacco described in section 320B(a)(2), at the applicable
list price published by the association, the quantity of tobacco
described in paragraph (2).

“(2) QUANTITY.—Subject to pm (3), the quantity of
Burley tobacco i to be gm' by a manufacturer
during a calendar year under this subsection shall equal %2
of the quantity of imported tobacco used by the manufacturer
to produce cigarettes during the preceding calendar year that
exceeds 25 percent of the quantity of all tobacco used by the
ma(.lnufacturer to produce cigarettes during the preceding cal-
endar year.

“(3) LiMITATION.—If the total quantity of Burley tobacco
required to be purchased by all manufacturers under paragraph
(2) would reduce the inventories of the producer-owned coopera-
tive marketing associations for Burley tobacco to less than
the reserve stock level for Burley tobacco, the Secretary shall
reduce the quantity of tobacco uired to be purchased by
manufacturers under paragraph (2), on a pro rata basis, to
ensure that the inventories will not be less than the reserve
stock level for Burley tobacco.

“(4) NoNCOMPLIANCE.—If a manufacturer fails to purchase
from the inventories of the producer-owned cooperative market-
ing associations the quantity of Burley tobacco required under
this subsection, the manufacturer s be subject to a penalty
of 75 percent of the average market price (calculated to the
nearest whole cent) for Burley tobacco for the immediately
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?recodmgyearonthequantityuftobamastowhiehthe
mlur(%) PURC Tobacco purchased

" HASE REQUIREMENTS.—
manufacturer under this subsection shall not be incl in
determining the quanti goftohampumhmedbythemanufac-
turer under section 320

“(e) PURCHASE OF FLUE-CURED TOBACCO.—

“(1) IN GENERAL.—A domestic manufacturer of cigarettes
described in subsection (b) shall purchase from the inventories
of the producer-owned cooperative marketing association for
Flue-cured tobacco described in section 320B(a)2), at the
a?pheable list price published by the association, the quantity

described in paragraph (2).

“2) ANTITY—Suhject to paragraph (3), the quantity of
Fl tobacco required to be purchased | yamanufacm.mr
during a calendar year under this subsection shall Yo
of the quantity of imported tobacco used by the man urer
to produce cigarettes during the preceding calendar year that

xceeds%pamentoftheguanhtyofaﬂtobamusedhythe
msg:;facturer to produce cigarettes during the preceding cal-
endar year.

“(8) LimrTATION.—If the total quantity of Flue-cured tobacco

required to be purchased by all manufacturers under paragraph
(2) would reduoe the inventories of the producer-owned coopera-
tive marketing association for Flus-cured tobacco to less than
the reserve stock level for Flue-cured tobacco, the Secretary
shall reduce the quantity of tobacco required to be purchased
by manufacturers under paragraph (2), on a pro rata basis,
to ensure that the inventories not be less than the reserve
stock level for Flue-cured tobacco.

“(4) NONCOMPLIANCE.—If a manufacturer fails to purchase
from the inventories of the producer-owned cooperative market-
ing association the quantity of Flue-cured tobacco required
under this subsection, the manufacturer shall be sanect to
a penalty of 75 t of the average market price (calculated
to the nearest whole cent) for Flue-cured tobacco for the imme-
diately preceding year on the quantity of tobacco as to which
the failure occurs.

“(5) PURCHASE REQUIREMENTS.—Tobacco purchased
manufacturer under this subsection shall not be includ m
determining the quantity of tobacco purchased by the manufac-
turer under section 320B.

“(f) Crop Losses DUE TO DISASTERS.—

“(1) IN GENERAL.—If the Secretary, in consultation with
producer-owned cooperative marketing associations, determines
that because of drought, insect or disease infestation, or other
natural disaster, or other condition beyond the control of
producers, the total quantity of a crop of domestic Burley
?bamg&uecmgﬂﬂt:gamﬂ;atmhamtﬁzedmdmgﬂe

or mar is s tially less than expected
for the crop, and that pool inventories for the kind of tobacco
involved have been de tad effective for the calendar year
following the year in w. the crop loss occurs, the Secretary
X reduce the minimum peroent.age of domestic tobacco speci-
in subsection (a) to a percentage below 75 percent, as
determined by the , that reflects the reduced availabil-
ity of domestlc supplies of e kind of tobacco involved.
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“(2) DETERMINATION OF EXPECTED YIELD.—For purpom
Paragraph (1), the Secretary shall determine the expected
or a crop of Burley tobacco or Flue-cured tobacco by
o ““li‘&“&‘:“';m lanted to th (including
acreage plan to the cro u
acreage that the Eroduoerapwere prevented f’rgm hnunﬁ
because of a con honreferradtompar aph&))
“(B) normal farm yields established for
“(3) DEADLINE FOR DETERMINATIONS.—The Secretary shall
make determinations under paragraph (1) about crop losses
and announce the reduced percentage of the domest.lc tobacco
pool not later than Novem 30 of the year in which the
apptl;dcable crop of Burley tobacco or Flue-cured tobacco is har-

(b) BUDGET DEFICIT ASSESSMENT.—
(1) IN GENERAL.—Section 106 of the Agricultural Act of
1949 (7 U.S.C. 1445) m amended by adding at the end the

follo new s
“th)(1) Eﬁ'achve only for each of the 1994 through 1998 cro
of tobacco, an importer of tobacco that is produced outside
United States shall remit to the Commodity Credit Corporation
a nonrefundable marketing assessment in an amount equal to the
product obtamed by multiplyi
“(A) the number of pounds of tobacco that is imported
by the importer; by
“B) sum of—
“(i) the per pound marketing assessment imposed on
purchasers of domestic Burley tobacco pursuant to sub-

section (g); and
“(ii) the pound marketing assessment imposed on
purchas(eglis of domestic Flue-cured tobacco pursuant to sub-
section (g).
"(2) An assessment imposed under this subsection shall be
the importer.
g)(A) The importer shall remit the assassment at such time

and in such manner as may be prescribed by the Secre

“B) If the im r fails to comply with sub; aragraph (A).
the importer shall liable, in addition, for a marketing penal
at a rate equal to 37.5 percent of the sum of the average market.
price (calculated to the nearest whole cent) of Flue-cured and Burley
tobacco for the immediately preceding year on the quantity of
tobacco as to which the failure occurs.

“(C) This subsection shall be enforced in the same manner
as subparagraphs (B) and (C) of paragraph (1), and paragraphs
(2) and (3), of section 106A(h).

“(4) Any penalty collected by the Secretary under this sub-
section sha.lfbe deposited for use by the Commodity Credit Corpora-

tion.”.

(2) IMPORTER ASSESSMENTS FOR NO NET COST TOBACCO
FUND.—Section 106A of such Act (7 US.C. 1445-1) is
amended—

(A) in subsection (c), by inserting “and importers” after

“purchasers”;

(B) in subaect.mn (dX1XA)—
(i) y striking “and” at the end of clause (i); and
= (ii) by inserting after clause (ii) the following new
clause:
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“(m) each mporter of Flue-cured or Burley tobacco
appropriate association, for deposit
F{l.nd of the association, an assessment, in an
amount that is equal to the product obtained by
multiplying—
“(I) the number of pounds of tobacco that is
imported by the importer; by
“(II) the sum of the amount of per pound pro-
ducer contributions and purchaser assessments
that are pai;]ble by domestic producers and pur-
chasers of Flue-cured and Burley tobacco under
clauses (i) and (ii); and”;
(C)i m subsection (d)(2)—
inserting “or importer” after “or purchaser”;
(u] y striking “and” at the end of su parag‘raph

©: (m& by inserting “and” at the end of subparagraph
an
(iv) by adding at the end the following new

agraph:
“(Dfif the tobacco involved is imported by an importer,
from the importer.”; and
(D) in subsection (h)1)—

.&) by redehs o o paragraphs (B)dand (©)
as s a respectively; an

§ gul;sgrtms after aubparagraph]ﬂb the follow-
ing new subparagraph

“B) Each importer who fails to pay to the association an
assessment as required by subsection (d)2) at such time and in
such manner as may be prescribed by the shallbe
liable, in addition to any amount due, for a market.mg
at a rate equal to 75 percent of the average market price ( ted
to the nearest whole cent) for the respective kind of tobacco for

the immediately precedmg year on the quantity of tobacco as to
which the failure occurs.”
(3) IMPORTER ASSESSMENTS NO NET COST TOBACCO

ACCOUNT.—Section 106B of such Act (7 U.S.C. 1445-2) is

amen:
(A) in subsection (c)1), by striking “producers and
purchasers and inserting “producers, purchasers, and

(B)in subsection (dX1)—
(i) by demﬁahng the first and second sentences

b (A) and (B), res
assu by agdmg ::l the en velt{l]omng new

subparagra
“C) ThaSec:ra‘lmg uire (in lieu of an mrement
under section 106A(dX(1)) t.bat regh importer of Fﬂlmq

Burley tobacco shall pay to the Corporation, for deposit in the
Account of the association, an assessment, as determined under
m (2) and collected under paragraph (3), with respect to
of all such kinds of tobacco imp rl;edb the importer.”;
(C) in subsection (dX2), by at the end the follow-
ing new subparagraph:

“(C) The amount of the assessment to be paid by importers
shall be an amount that is equal to the product obtained by

multiplying—
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“(i) the number of pounds of tobacco that is imported by
the importer; by

“(1) the sum of the amount of per pound producer and
purchaser assessments that are payable by domestic producers
and purchasers of the respective kind of tobacco under this
paragraph.”; :

(D) in subsection (d)(3), by adding at the end the follow-
ing new subparagraph:

“(D) If Flue-cured or Burley tobacco is imported by an importer,
any importer assessment re(iujred by subsection (d) shall be col-
lected from the importer.”; an

(E) in subsection (j}(1)—

(i) by redesignating subparagraphs (B) and (C)
as subparagraphs (C) and (D), respectively; an

(ii) by inserting after subparagraph &) the follow-
ing new subparagraph:

“(B) Each importer who fails to pay to the Corporation an
assessment as required by subsection (d) at such time and in
such manner as may be prescribed by the Secretary, shall be
liable, in addition to any amount due, to a marketing penalty
at a rate equal to 75 percent of the average market price (calculated
to the nearest whole cent) for the respective kind of tobacco for
the immediately preceding year on the quantity of tobacco as to
which the failure occurs.”.

(c) FEES FOR INSPECTING IMPORTED ToBACCO.—The second sen-
tence of section 213(d) of the Tobacco Adjustment Act of 1983
(7 U.S.C. 511r(d)) is amended by imerti.ngbebefore the period at
the end the following: “, and which shall comparable to fees
and charges fixed collected for services provided in connection
with tobacco produced in the United States”.

(d) EXTENSION OF QUOTA REDUCTION FLOORS.—

(1) BURLEY TOBACCO.—Section 319(c)3)C)ii) of the Agri-
cultural Adjustment Act of 1938 (7 U.S.C. 1314e(cX3XCXii))
is amended—

(A) by striking “1993” and inserting “1996”; and
(B) by inserting before the period at the end the follow-
ing: “ except that, in the case of each of the 1995 and

1996 crops of Burley tobacco, the Secretary may waive

the requirements of this clause if the Secretary determines

that the requirements would likely result in inventories
of the producer-owned cooperative marketing associations
for Burley tobacco described in section 320B(a)2) to exceed

150 percent of the reserve stock level for Burley tobacco”.

(2) FLUE-CURED TOBACCO.—Section 317(a)(1XC)ii) of such
Act (7 U.S.C. 1314c(aX1XCXii)) is amended—

(A) by striking “1993” and inserting “1996”; and
(B) by inserting before the period at the end the follow-

ing: “ except that, in the case of each of the 1995 and
1996 crops of Flue-cured tobacco, the Secretary may waive
the requirements of this clause if the Secretary determines
that the requirements would likely result in inventories
of the producer-owned cooperative marketing association
for Flue-cured tobacco described in section 320B(aX2) to
exceed 150 E'ereeut of the reserve stock level for Flue-
cured tobacco”.
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SEC. 1107. SUGAR PROGRAM.

(a) IN GENERAL.—Section 206 of the Agricultural Act of 1949
(7 U.S.C. 1446g) is amended—
w,(}) in the section heading, by striking “1895” and inserting
“1
(2) in subsections (a), (¢), (dX1), and (J) by striking “1995”
eaeh lace it appears and inserting “1997"; and

)m(AaJub o (l)_-h (1) by striking “equal to” and all
in par 8 an
that followspthggr the pezmd at the end and inserting

the following: “equal to—

“(A) in t.he case of marketings during each of fiscal
years 1992 through 1994, 1.0 percent of the loan level
established under subsection (b per pound of raw cane
sugar (but not more than .18 cents per pound of raw
cane BUﬁar). processed by the processor from domestically

arcane or sugarcane molasses, that has been
ma.rketed (ml:lu the transfer or delivery of the augﬂr
to a refinery for er processmg or mar tm%)

“(B) in the case of marketings each
years 1995 through 1998, 1.1 ?eroent ol t.he loan level
established under subsection (b per pound of raw cane
sugar (but not more than .198 cents per pound of raw
cane sugar), processed by the processor from domestically
produced s arcane or sugarcane molasses, that has been
marketed (mcl the transfer or dehvery of the sugar
to a refinery for ssmg or marketing).”;

(B)mparagrah&) triking “equal to” and all
that follows through the penod at the end and inserting
the following: “equal to—

“(A) in the case of marketings during each of fiscal
years 1992 through 1994, 1.0722 percent of the loan level
established under subsection (b) per pound of beet sugar
(but not more than .193 cents per pound of beet sugar),
processed by the processor from I mestically produced
sugar beets or sugar beet molasses, that has been mar-
keted; and

“(B) in the case of marketings during each of fiscal
years 1995 through 1998, 1. 1794 percent of the loan level
established under subsection (b) per pound of beet sugar
(but not more than .2123 cents per pound of beet sugar),
processed by the processor from domestically produced
il;f:j‘ beetg or sugar beet molasses, that has been mar-

(C) by adding at the end the following new paragraph:
“(21 ExgEss MARKET}IlN(G? —I(:%)addmon to 1’.11?l aiieaamezlut

required under paragraph (1) or a processor who knowingly

markets sugar iil)l excess of the allocated allotment of the proc-

essor under section 359d of the Agricultural Adjustment Act

of 1938 (7 U.S.C. 1359dd) shall pay an assessment in an amount

t.hat. 1s double the applicable assessment required under para-
h (1) or (2) per pound of sugar marketed.”.

) VISIONS NECESSARY TO THE OPERATION OF THE PRO-
GRAM.—Section 359b of the Agricultural Adjustment Act of 1938
(7 U.8.C. 1359bb) is amended—

“199(81") aurid subsection (a)1), by striking “1996” and inserting
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(2) in subsection (d)—
(A) by striking paragraph (1) and inserting the follow-
ing new paragraph:
“(1) IN GENERAL.—During any fiscal year or]}):hrtmn thereof
for which marketing allotments have been established, no proc-
essor of sugar beets or sugarcane shall market a quantity
of sugar in excess of the allocation established for such proc-
‘hﬁrt to enable another processor to fulfill an allocation
estabh for such other processor or to facilitate the expor-
i nf&u}ch gt % (3), b, rting “kns ly” afte
in paragrap y inse owing T
“who” each place it appears.

SEC. 1108. OILSEEDS PROGRAM.

Section 205 of the Agricultural Act of 1949 (7 U.S.C. 1446f)
is amended—
O D i etk 1), b after “$5.02
in paragrap inse r i r
bushel” the following: “for each of the 991 through 153
crops and $4.92 per bushel for each of the 1994 through
e '?a%'opa”'and ph (2), by inserting after “$0.089
in paragra v - gl r
pound” the following: “for each of the 1991 through 1@3
'i?g?; and 30087 per pound for each of the 1994 through
CcTo
(2) in 8 ion (h), by striking “mature on the last day
of the 9th month following the month the application for the
loan is made.” and inserting the following: “ma
“(1) in the case of each of the 1991 thNuﬁ}‘x 1993 erog;
on the last dat{wof the ch month following the month
apphcatlon for the loan is made; and
“(2) in the case of each oi' the 1994 throuﬁ.llx 1997 cro
on the last day of the 9th month following the month &e
ap lication for the loan is made, except that the loan ma
maturelnterthanthelastdayoftheﬁscalyearmw
g lication is made.”; and
in su};:echon (m) by adding at the end the following

mmm —This subsection shall apply only to
each of the 1991 through 1993 crops of oilseeds.”.

SEC. 1108. PEANUT PROGRAM.

(a) IN GENERAL.—Section 108B of the Agricultural Act of 1949
(7 U.8.C. 1445¢-3) is amended—
”’5"1) in the section heading, by striking “1895” and inserting
“1
(2) in subsections (a)1), (aX2), (bX1), (g)(l) and (h), )r
atrtilking “1995” each place it appears and inserting “1997%;
an
(3) in subsection (g)—
after “1 percent”

in paragraph (1), b mserunf
both places it appears the following: “for each of the 1991
through 1993 crops, 1.1 percent for each of the 1994 and
1995 crops, 1.15 Bercant or the 1996 crop, and 1.2 percent
for ) 7paragrmp” P (2XA), b triking clauses (i) and
in a y 8 clauses (i) an
(n)andmsert.mgthg following new clauses:

new
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“(i) collect from the producer a marketing assess-
ml?erg: bequnl to the quantity of peanuts acquired multi-
. y"(I)inthtat:m;taofeachcnftlua19911;131'01151:1

1993 crops, .5 percent of the applicable national

a support rate;

"(ﬁ)int.hecaaeofaachofthe 1994 and 1995
crops, .55 percent of the applicable national aver-
age support rate;

“(III) in the case of the 1996 crop, .6 percent
of ({;he applicable national average support rate;
an

“(IV) in the case of the 1997 crop, .65 percent
of the applicable national average support rate;
“(ii) pay, in addition to the amount collected under

clause (i), a marketing assessment in an amount equal

to the quantity of peanuts uired multiplied by—

“(I) in the case of of the 1991
1993 crops, .5 percent of the applicable national
ave support rate; and

r%)in‘I'.heca.':seai'esachot‘t;l:le 1994 through
1997 crops, .55 percent of the applicable national
average support rate; and”.

(b) ASSESSMENT UNDER MARKETING AGREEMENT.—Sec-
tion 8b(bX1) of the Agricultural Adjustment Act (7 U.S.C.
608b(bX1)), reenacted with amendments by the Agricultural
Marketing Agreement Act of 1937, is amended—

(1) by striking “and” at the end of sublfaragraph (A);

(2) by striking the geriod at the end of subparagraph (B)
and inserting % and”; an

(3) by at the end the following new subparagraph:

“(C) any assessment (except with respect to any assessment
for the indemnification of losses on rejected peanuts) imposed
under the agreement shall—

“i) agglﬁato peanut handlers (as defined by the Sec-
retary) w ve not entered into such an agreement with
the in addition to those handlers who have
entered into the agreement; and

“(ii) be paid to the Secretary.”.

(c) PROVISIONS NECESSARY TO THE OPERATION OF THE PRO-
GRAM.—Part VI of subtitle B of title III of the Agricultural Adjust-
ment Act of 1938 is amended—

(1) in section 358-1 (7 U.S.C. 1358-1)—

(A) in the section heading, by striking “1985” and insert-
ing “1997”; and

(B) in subsections (a)(1), (bX1XA), (bX1XB), (bX2)A),
(bX2XC), (bX3XA), and (f), by striking “1995” each place
it appears and inserting “1997"; and
(2) 1n section 358e (7 U.S.C. 1359a)—

(w thl:l section heading, by striking “1985” and insert-

“1 s an
“199(7@') in subsection (i), by striking “1995” and inserting

SEC. 1110. HONEY PROGRAM.

Section 207 of the Agricultural Act of 1949 (7 U.S.C. 1446h)
is amended—
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(1) by striking “1995” each place it appears in subsections
(a), (eX1), and (§) and inserting “1998”;
(2) in subsection (a), by stnkmg “than 53.8 cents per
pound.” and inse “than-
“(1) 53.8 cents per pou.nd for each of the 1991 through
1993 crop years;
“(2) 50 cents per pound for each of the 1994 and 1995
Crop years;
“(3) 49 cents per pound for the 1996 crop year;
“(4) 48 cents per pound for the 1997 crop year; and
“(5) 47 cents per pound for the 1998 crop year.”;
(3) in subsection (e)X1)—
d(A) by striking “and” at the end of subparagraph (C);
an
(B) by striking subparagraph (D) and inserting the
following new subparagraphs:
“D) 3125 ,000 in the 1994 crop year;
“(E) $100,000 in the 1995 crop year;
“(F) $75,000 in the 1996 crop year; and
4 “G) $50 000 in each of the 1997 and 1998 crop years.”;
an
“199(34&,) in subsection (i)(1), by striking “1995” and inserting

SEC. 1111. WOOL AND MOHAIR PROGRAM.

The National Wool Act of 1954 (7 U.S.C. 1781 et seq.) is
amended—
(1) in section 703 (7 U.8.C. 1782), by striking “1995” both
E};ge?s” it appears in subsections (a) and (b)2) and inserting
(2) in section 704 (7 U.S.C. 1788)—
(A) in subsection (b)(1)—
©) (i}dby striking “and” at the end of subparagraph
; an
(ii) by striking subparagraph (D) and inserting
the following new subparagraphs:
“(D) $125,000 for the 1994 marketing year;
“(E) $100,000 for the 1995 marketing year;
“(F) $75,000 for the 1996 marketing year; and
“(G) $50,000 for the 1997 marketing year.”; and
(B) in subsection (c), by striking E‘Ll'm:iugh 1995” and
inserting “and 1992”; and
(3) in section 706 (7 U.S.C. 1785), by inserting after the
second sentence the following new sentence: “In determining
the net sales proceeds and national payment rates for shorn
wool and shorn mohau-, the Secretary shall not deduct market-
ing charges for commissions, coring, or grading.”.

Subtitle B—Rural Electrification

SEC. 1201. REFINANCING AND PREPAYMENT OF FFB LOANS.

(a) IN GENERAL.—Title III of the Rural Electrification Act of
1936 (7 U.S.C. 931 et seql) is amended by inserting after section
306B (7 U.S.C. 936b) the following new section:

69-194 O - 94 - 12 : QL. 3 Part 1
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7 USC 936¢.

“SEC. 306C. REFINANCING AND PREPAYMENT OF FFB LOANS.

“(a) IN GENERAL.—A borrower of a loan made by the Federal
Financing Bank and guaranteed under section 306 may, at the
option of the borrower, refinance or prepay the loan or an advance
on the loan, or any portion of the loan or advance.

“(b) PENALTY.—

“(1) DETERMINATION OF PENALTY.—A penalty shall be
assessed inst a borrower that refinances or prepays a loan
or loan advance, or any portion of a loan or advance, under
this section. Except as provided in paragraph (2), the penalty
shall be equal to the lesser of—

ﬁ?A) the difference between the outstanding principal
balance of the loan being refinanced and the present value
of the loan discounted at a rate equal to the then current
cost of funds to the Department of the Treasury for obliga-
tions of comparable maturity to the loan being refinanced
or prsgaid;

“(B) 100 percent of the amount of interest for 1 year
on the outstanding principal balance of the loan or loan
advance, or any portion of the loan or advance, being
refinanced, multiplied by the ratio that—

“1) the number of quarterly payment dates
between the date of the refinancing or prepayment
and the maturity date for the loan advance; bears

to
“(ii) the number of quarterly payment dates
between the first quarterly payment date that occurs

12 years after the end of the year in which the amount

ing was advanced and the maturity date
of the loan advance; and

“(C)i) the fresent value of 100 percent of the amount
of interest for 1 year on the outstanding principal balance
of the loan or loan advance, or any portion of the loan
or advance, being refinanced or prepaid; plus

“(ii) for the interval between the date of the refinancing
or prepayment and the first %uarterly payment date that
occurs 12 years after the end of the year in which the
amount being refinanced or prepaid was advanced, the
present value of the difference between—

“(I) each payment scheduled for the interval on
the loan amount being refinanced or prepaid; and

“(II) the payment amounts that would be required
during the interval on the amounts being refinanced
or prepaid if the interest rate on the loan were equal
to the then current cost of funds to the Department
of the Treasury for obligations of comparable maturity
to the loan being refinanced or prepaid.

“(2) LIMITATION.—

“(A) IN GENERAL.—Exce%t as provided in aubpma h
(B), the Fenalty provided by paragraph (1XA) 1 ge
required for refinancing or prepayment under this section.

“B) EXCEPﬂtth.— thethcase m advanced under
an agreement t permits the re ing or prepayment
of the loan advance based on the payment of 1 year of
interest on the outstanding principal ce of the loan
advance, a borrower may, in lieu of the ty required
by paragraph (1)(A), pay a penalty as provided by—
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“(i) paragraph (1)B), if the loan advance has
reached the 12-year maturity required under the loan
agreement for the refinancing or prepayment; or

“(ii) paragraph (1XC), if the loan advance has not
reached the 12-year maturity required under the loan
agreement for the refinancing or prepayment.

“(3) FINANCING OF PENALTY.—

“(A) IN GENERAL.—In the case of a refinancing under
this section, a borrower may, at the option of the borrower,
meet the J()enalty requirements of paragraph (1) by—

i) ing a payment in the amount of the
required penalty at the time of the refinancing; or

“(ii) increasing the outstanding principal balance
of the loan advance guaranteed by tﬂe Acfnminiatrator
that is being refinanced under this section by the
amount of the penalty.

:I(I;B) INCl_tms:Entsm?.xl}_\rn:mu,.—ltl‘1 a( ll;oirovyer meets &g

uirements of paragra increasin
opﬁlt?stagdar;g princi(i)a] aneegrop the loay;'n advancegthat
is being refinanced, the borrower shall make a payment
at the time of the refinancing equal to 2.5 percent of
the amount of the penalty that is added to the outstanding
rincipal balance oFe the loan.
“(c) LoAN TERMS AND CONDITIONS AFTER REFINANCING.—

“(1) IN GENERAL.—On the payment of a penalty as provided
by subsection (b), the loan or loan advance, or any portion
o¥ the loan or advance, shall be refinanced at the interest
rate described in paragraph (2) for a term selected by the
borrower pursuant to paragraph (3), except that this paragratﬂh
shall not apply if the loan advance, or any portion of the
advance, is prepaid by the borrower.

“(2) INTEREST RATE.—The interest rate on a loan refinanced
under this section shall be determined to be equal to the
then current cost of funds to the Department of the Treasury
for obligations of comparable maturity to a term selected by
the borrower pursuant to paragraph (3).

“(3) LoAN TERM.—Subject to paragraph (4), the borrower
of a loan that is refinanced under this section—

“(A) shall select the term for which an interest rate
shall be determined pursuant to p aph (2); and

“(B) at the end of the term (and any succeeding term
selected by the borrower under this par ph), may renew
the loan for another term selected by the borrower.

“(4) MAxiMUM TERM.—The borrower may not select a term
pursuant to paragraph (3) that ends after the maturity date
set tf‘«:;r the loan before the refinancing of the loan under this
section.

“5) EXISTING LOANS.—In the case of the refinancing of
a loan of a borrower pursuant to this section and the inclusion
of a penalty in the outstanding principal balance of the
refinanced loan pursuant to subsection (b)X3)—

“(A) the refinancing and inclusion of the penalty shall
not be subject to appropriations or limited by the amount
provided during a year for new loans, loan guaran-
tees, or other credit aci‘.i\a'ilavl;e

“(B) the request of borrower for the reﬁnn.nci.nﬁ
under this section may not be denied or delayed; an
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7 USC 936¢ note.

7 USC 5623 note.

T USC 5623.

“(C) the borrower may not be limited in the selection
of any refinancing or prepayment option provided by this
section to the borrower.”.

(b) REGULATIONS.—Not later than 45 days after the date of
enactment of this section, the Administrator of the Rural Electrifica-
tion Administration shall issue interim final regulations to carry
out the amendment made by subsection (a).

Subtitle C—Agricultural Trade

SEC. 1301. ACREAGE REDUCTION REQUIREMENTS.

(a) IN GENERAL.—Section 1104 of the Omnibus Budget Rec-
onciliation Act of 1990 (7 U.S.C. 1445b—3a note) is amended—
(1) in subsection (a), by striking paragraph (2) and inserting

the following new paragraph:

“(2) corn under which the acreage planted to corn for har-
vest on a farm would be limited to the corn crop acreage
base f('):'” thedfarm for the crop reduced by not less than 7%
percen
bar1(2) in subsection (b)}2), by striking “grain sorghum, and

ey,”

(b) READJUSTMENT OF SUPPORT LEVELS.—Section 1302 of such
Act (7 U.8.C. 1421 note) is amended—
(1) in subsection (b)—
)by striking paragraph (1); and
(B) by redesignating paragraphs (2) and (3) as para-
phs (I{and (2), respectively;
g;lm subsect.lon (c), by striking “and other programs”;

(3) in subsection (d)—
(A)i m paragraph (1)—
i subparagraph (A); and
(u} y redeslg'natms su paragraphs (B) and (C)
as subparagraphs (A) respective
(B) in p “(Eaph (2), by atnkmg “(A) (B) and (C)”
and inserting )’; and
©i m parag'raph (3)—
“measures specified in subparagraph
(A) oi‘ aragraph 1) and”; and
g by striking “B) or (C)” and inserting “(A) or

SEC. 1302. MARKET PROMOTION PROGRAM.

(a) REDUCTION OF FUNDING LEVEL.—Section 211(c)(1) of the
Agricultural Trade Act of 1978 (7 U.S.C. 5641(c)(1)) is amended
by striking “through 1995” and 1naert;mi§w:al ugh 1993, and not
less than%llo 000,000 for each of the years 1994 through

(b) SECRETARIAL ACTIONS To ACHIEVE SAVINGS.—In order to
enable the Secretary of Agriculture to achieve the savings required
in the market promotion profmm established by section 203 of
the Agncu.ltu.ra.i Trade Act of 1978 (7 U.S.C. 5%23) as a result
of the amendments made by this section:

(1) UNFAIR TRADE PRACTICES. _Pa“ifmph (2) of section

203(c) of such Act is amended to read as follows:

“(2) UNFAIR TRADE PRACTICES.—
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“(A) REQUﬂ!MNT.—Exc:ﬂt as provided in subpara-
E;fsph (B), the Secretary shall provide assistance under
is section only to counter or offset the adverse effects
of a subsidy, import quota, or other unfair trade practice
of a foreign country.

“(B) EXCEPTION.—The Secre shall waive the
requirements of this paragraph in the case of activities
conducted by small entities operating through the regional
State-related organizations.”.

(2) GUIDELINES.—The Secretary of Agriculture should
implement changes in the market promotion program estab-
lished by section 203 of such Act, inning with fiscal year
1994, in order to improve the effectiveness of the program
and to meet the followinfnobjectives:

(A) PrIORITY.—In providing assistance for branded pro-
motion, the Secretary should give priority to small-sized
entities.

(B) GRADUATION.—The Secretary should not provide
assistance under the program to promote a specific branded
product in a single market for more than 5 years unless
the Secretary determines that further assistance is nec-
emré in order to meet the objectives of the program.

(C) CONTRIBUTION LEVEL.—

(i) IN GENERAL.—The Secre should require a
minimum contribution level of 10 percent from an
eligible trade organization that receives assistance for
nonbranded promotion.

(ii) INCREASES IN CONTRIBUTION LEVEL.—The Sec-
retary may increase the contribution level in any subse-
quent year that an eligible trade organization receives
assistance for nonbranded promotion.

(D) ADDITIONALITY.—The Secretary should require
each participant in the program to certify that any Federal
funds received supplement, but do not supplant, private
or third party participant funds or other contributions to
program activities.

(E) INDEPENDENT AUDITS.—If as a result of an evalua-
tion or audit of activities of a participant under the pro-
gram, the Secretary determines that a further review is
justified in order to ensure compliance with the require-
ments of the program, the Secretary should require the
participant to contract for an independent audit of the
program activities, including activities of any subcontrac-

tor.
(3) ToBACcCcO.—No funds made available under the market
promotion pmiram may be used for activities to develop, main-
tain, or expand foreign markets for tobacco.
(c) REGULATIONS.—Not later than 90 days after the date of 7 USC 5623 note.
enactment of this Act, the Secretary of iculture shall issue
regulations to implement this section and the amendments made
by this section.

Subtitle D—Miscellaneous

SEC. 1401. ADMISSION, ENTRANCE, AND RECREATION FEES. 16 USC 460/-6¢.
(a) DEFINITIONS.—As used in this section:
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(1) AREA OF CONCENTRATED PUBLIC USE.—The term “area
of concentrated public use” means an area administered by
the Secre that meets each of the following criteria:

(A) The area is managed primarily for outdoor recre-

ation pu;poses.

(B) Facilities and services necessary to accommodate
heavy public use are provided in the area.

(C) The area contains at least 1 major recreation attrac-

tion.

(D) Public access to the area is provided in such a
manner that admission fees can be efficiently collected
at 1 or more centralized locations.

(2) BOAT LAUNCHING FACILITY.—The term “boat launching
facility” includes any boat launching facility, regardless of
whether specialized facilities or services, s as mechanical
or hydraulic boat lifts or facilities, are provided.

(3) CAMPGROUND.—The term “camrground" means any
campground where a majority of the following amenities are
provided, as determined by the Secretary:

(A) Tent or trailer spaces.

(B) Drinking water.

(C) An access road.

(D) Refuse containers.

(E) Toilet facilities.

(F) The personal collection of recreation use fees by
an employee or agent of the Secretary.

(G) Reasonable visitor protection.

(H) If campfires are permitted in the campground,

simple devices for eontainin%mﬁres.

(4) SECRETARY.—The term “ tary” means the Secretary
of Agriculture.
(b) AUTHORITY TO IMPOSE FEES.—The Secretary may charge—

(1) admission or entrance fees at national monuments,
national volcanic monuments, national scenic areas, and areas
of concentrated public use administered by the Secretary; and

(2) recreation use fees at lands administered by the Sec-
retary in connection with the use of specialized outdoor recre-
ation sites, equipment, services, and facilities, including visitors’
cenber;; picnic tables, boat launching facilities, and camp-

!c) AMOUNT OF FEES.—The amount of the admission, entrance,

and recreation fees authorized to be imposed under this section
shall be determined by the Secretary.

SEC. 1402. ENVIRONMENTAL CONSERVATION ACREAGE RESERVE PRO-

GRAM AMENDMENTS.
(a) ENVIRONMENTAL CONSERVATION ACREAGE RESERVE PRrO-

GRAM.—Section 1230(b) of the Food Security Act of 1985 (16 U.S.C.
3830(b)) is amended by striking “to place in” and all that follows
through “acres”.

(b) CONSERVATION RESERVE PROGRAM.—Section 1231(d) of such

Act (16 U.S.C. 3831(d)) is amended—

(1) by striking “may” and inserting “shall”;

(2) by striking “the amount of acres ified in section
1230(b)” and mserﬁg “a total of 38,000, acres during the
1986 through 1995 calendar years”; and
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(3) by striking “each of calendar years 1994 and 1995
and inserting “the 1995 calendar year”,
(c) WETLANDS RESERVE PROGRAM.—Section 1237 of such Act
(16 U.S.C. 3837) is amended—
(1) by striking subsection (b) and inserting the following
new subsection:
“(b) MINlMUM ENROLLMENT.—The Secretary shall enroll into
the wetlands reserve program—
“(1) a total of not less than 330,000 acres by the end
of the 1995 calendar year; and
“(2) a total of not less than 975,000 acres during the 1991
through 2000 calendar years.”; and
(2”) in subsection (c), by striking “1995” and inserting

SEC. 1403. FEDERAL CROP INSURANCE.

(a) ACTUARIAL SOUNDNESS.—Section 506 of the Federal Crop
Insurance Act (7 U.S.C. 1506) is amended by adding at the end
the following new subsection:

“(n) ACTUARIAL SOUNDNESS.—The Corporation shall take such
actions as are necessary to improve the actuarial soundness of
Federal multiperil erop insurance coverage made available under
this title to achieve, on and after October 1, 1995, an overall
projected loss ratio of not greater than 1.1, including—

“(1) instituting approﬂﬂate requirements for documentation
of the actual production history of insured producers to estab-
lish recorded or appraised yields for Federal crop insurance
coverage that more accurately reflect the associated actuarial
risk, except that the Corporation may not carry out this para-
graph in a manner that would prevent beginning farmers from
obtaining adequate Federal crop insurance, as determined by
the Corporation;

“(2) establishing in counties, to the extent practicable, a
crop insurance option based on area yields in a manner that
allows an insured producer to guah.fy for an indemnity if a
loss has occurred in a specified area in which the farm of
the insured producer is located;

“(3) establishing a database that contains the social security
account and employee identification numbers of p 'rc;'gating
producers and using the numbers to identify insured producers
who are high risk for actuarial purposes and insured producers
who have not documented at least 4 years of production history,
to assess the performance of insurance providers, and for other
purposes permitted by law; and

“(4) taking any other measures authorized by law to
improve the actuarial soundness of the Federal crop insurance
program while maintaining fairness and effective coverage for
agricultural producers.”. -

(b) CONFORMING AMENDMENTS.—

(1) REINSURANCE.—Section 508(h) of such Act (7 U.S.C.
1508(h)) is amended by striking the fifth sentence and inserting
the following new sentence: “The Corporation shall also pay
operating and administrative costs to insurers of policies on
which the Corporation provides reinsurance in an amount deter-
mined by thelggrporation.”.
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(2) AREA YIELD PLAN.—Section 508 of such Act (7 U.S.C.
1508) is amended by adding at the end the following new
subsection:

“(n) AREA YIELD PLAN.—

“(1) IN GENERAL.—Notwithstanding any other provision of
this title, the Corporation may offer, only as an o txon to
individual crop insurance coverage available under
a crop insurance plan based on an area yield that allows
an insured producer to q for an indemnity if a loss has
occurred in an area, as specified by the Corporation, in which
the farm of the producer is located,

“(2) LEVEL OF COVERAGE.—Under a plan offered under

h (1), an insured producer shall be allowed to select
the level of produchon at which an indemnity will be d
consistent with terms and conditions established by the
poration.”.

(3) YIELD COVERAGE.—Section 508A of such Act (7 U.S.C.
1508a) is amended—

i ailA") in subsection (a)(1), by striking “may” and inserting
“s
(B) in subaectmn (b)—
(1) i lnfamgra ph (1XA)—
“A crop insurance contract” and
all that Hml.lows through “producer—” and i
“Under regulations issued by the Corporation, a
crop insurance contract offered under this htle
to an eligible insured producer of a commodity
with respect to which the Corporation provides
crop insurance coverage shall make available to
the producer either—
(II) by s “or” at the end of clause (i);
(I1I) in clause (ii)—
(aa) by stn]nng 5” and inserting “4 build-

ing to 10”; and _
(bb) bdv s the period at the end and
inserting “; or”,
(IV) by addmg at the end the following new
clause;

“(iii) yield cove based on—

"{l) not less 65 percent of the transitional
yield of the producer (adjusted to reflect actual
experience), as specified in regulations issued by
the Corporation based on production history
requirements; or

“II) the area yxeld under section 508(n) for

the crop established under the program for the

co ity involved.”;
(ii) in paragraph (1)(B}—-—
Eﬁ) % y striking “two” andb i “(3;?' ﬁd
y mnertms after “su P =
following: “, where available termined by
the Corporation),”;

(iii) in paragraph (2)—
= 1(1) bja sl:n'iing “6” and inserting “4 building

[§1) by inse after “previous crops,” the
following: “not less 65 percent of the transi-
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tional yield of the producer (adjusted to reflect
actual experience), or the area yield,”; and
(iv) in paragraph (3)(A)(1) by inserting after “farm

am yield” the following: “, not less than 65 percent
tfe transitional yield 35 the producer (adjusted to

reﬂect. actual experience), as s d in regulations

issued by the Corporation n production history
requirements, or the area yield u.ncﬂr section 508(n),
whichever is applicable,”.
(c) EFFECTIVE DATE.— 7 USC 1506 note.

(1) IN GENERAL.—Except as Eercmded in paragraph (2), this
section and the amendments made by this section shall become
effective on October 1, 1993.

(2) REGULATIONS.—Not later than 30 days after the date
of enactment of this Act, the Secretary of Agriculture shall
publish, for public comment, proposed regulations to implement
the amendments made by this section.

TITLE II-ARMED SERVICES
PROVISIONS

SEC. 2001. LIMITATION ON COST-OF-LIVING ADJUSTMENTS FOR MILI-
TARY RETIREES.

Section 1401a(b) of title 10, United States Code, is amended—
(1) in paragraph (2), by striking out “The Secretary" and
inserting in lieu thereof “Exoept as provided in paragraph (6),
the Secretary”; and
(2) adding at the end the following new paragraph:
“(6) SPECIAL RULES FOR PARAGRAPH (2) FOR FISCAL YEARS
1994 THROUGH 1998.—
“(A) FISCAL YEAR 1994.—In the case of an increase
in the retiredpag cé}a ntillimberorformermemberrelt;er{gl
to in agra t, pursuant to agrap i
beeomega:ﬁ'act:l:re on Decembgr 1, 1993, thepai;itinl month
for which such increase is payable as of such retired
y shall (notwithstanding such December 1 effective date)
mMarch 1994.
“(B) FISCAL YEARS 1995 THROUGH 1998.—In the case
Ofref:nrriel:lmm in retired (2;31‘ t.:a member or former memb;l;'
to in agra t, pursuant to paragra
(1), becomes effective on December 1 of 1994, 1995, 1996,
or 1997, the initial month for which such increase is pay-
ableaspnrtofsuchrehred shall (notwiths
such December 1 effective date) be September of the follow-

year,
“C) hlfm(m andmn.rrrm) do'm nmnlmmthmmnzs _SuthP.e
paragrap not apply with respect to
tl pay of a member retired ungarchapterﬁlofﬂua
title.”.
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TITLE III—BANKING AND HOUSING

PROVISIONS

SEC. 3001. NATIONAL DEPOSITOR PREFERENCE.

(a) IN GENERAL.—Section 11(dX11) of the Federal Deposit

Insurance Act (12 U.S.C. 1821(d)(11)) is amended to read as follows:

“(11) DEPOSITOR PREFERENCE.—

“(A) IN GENERAL.—Subject to section 5(e)}2)C),

amounts realized from the liquidation or other resolution
of any insured depository institution by any receiver
aﬂpoint.ed for such institution shall be distributed to pay

(other than secured claims to the extent of any

such security) in the following order og})riority:

“(i) Administrative nses of the receiver.

“(ii) Any deposit liability of the institution.

“(iii) Any other general or senior liability of the
%ps)titu(t.it)})n (which is not a liability described in clause

iv) or (v)).

“(iv) Any obligation subordinated to depositors or
general creditors (which is not an obligation described
in clause (v)).

“(v) Any obligation to shareholders or members
arising as a result of their status as shareholders or
members (including nar:K depository institution holding
company Or any s older or creditor of such com-

any).
Ej(B) EFFECT ON STATE LAW.—

“(i) IN GENERAL.—The provisions of subparagraph
(A) shall not supersede the law of any State except
to the extent such law is inconsistent with the provi-
sions of such subparagraph, and then only to the extent
of the inconsistency.

“(ii) PROCEDURE FOR DETERMINATION OF INCONSIST-
ENCY.—Upon the Corporation’s own motion or upon
the request of any person with a claim described in
subtﬂz.ragraph (A) or any State which is submitted
to Corporation in acco with procedures which
the Corporation shall prescribe, the gorporation shall
determine whether any tﬂrovision of the law of any
State is inconsistent with any provision of subpara-
graph (A) and the extent of any such inconsistency.

“(iii) JUDICIAL REVIEW.—The final determination
of the Corporation under clause (ii) shall be subject
to judicial review under chapter 7 of title 5, United
States Code.

“(C) ACCOUNTING REPORT.—Any distribution by the

Corporation in connection with any claim described in
subparagraph (AXv) shall be accompanied l')_y the account-

report required under paragraph (156)(B).”.

(b) Tlg‘(;l-m"chL AND CONFORMING AMENDMENTS,—
(1) Section 11(c)(13) of the Federal Deposit Insurance Act
(12 U.S.C. 1821(cX13)) is amended—

(A)
subpar
(B)

in glzlﬁ 2 graph (A), by striking “subject to
a H
ag’ i1)ns~<.-rl:§J:lg “and” after the semicolon at the end

of subparagraph (A);
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(C) by striking subparagraph (B); and
(}ll)()B)y redesignating subparagraph (C) as subpara-
ap 2
?21‘) Section 11(g)4) of the Federal Deposit Insurance Act
(12 U.S.C. 1921(gX4)) is amended by striking “If the Corpora- 12 USC 1821.
gon" and inserting “Subject to subsection (d)(11), if the Corpora-
on”.
(c) EFFECTIVE DATE.—The amendments made by this section 12 USC 1821
shall apply with respect to insured depository institutions for which note:
ic:eeewer is appointed after the date of the enactment of this

SEC. 3002. TRANSFER OF FEDERAL RESERVE SURPLUSES.

(a) IN GENERAL.—The 1st undesignated paragraph of section
7 off 1%he Federal Reserve Act (12 U.S.C. 289) is amended to read
as 1ollows:

“(a) DIVIDENDS AND SURPLUS FUNDS OF RESERVE BANKS.—

“(1) STOCKHOLDER DIVIDENDS.—

“(A) IN GENERAL.—After all necessary nses of a

Federal reserve bank have been paid or provi for, the

stockholders of the bank shall be entitled to receive an

annual dividend of 6 percent on paid-in capital stock.
“(B) DIVIDEND CUMULATIVE.—The entitlement to divi-
dends under subparagraph shall be cumulative.

“(2) DEPOSIT OF NET EARNINGS IN SURPLUS FUND.—That
portion of net earnings of each Federal reserve bank which
remains after dividend claims under subparafraph (A) have
lt:een fully met shall be deposited in the surplus fund of the

“(3) PAYMENT TO TREASURY.—During fiscal years 1997 and
1998, any amount in the surplus fund of any Federal reserve
bank in excess of the amount equal to 3 percent of the total
paid-in capital and surplus of the member mnka of such bank
shall be transferred to the Board for transfer to the Secretar?'
of the Treasury for deposit in the general fund of the Treasury.”.
(b) ADDITIONAL TRANSFERS FOR FISCAL YEARS 1997 AND 1998,— 12 USC 289 note.

(1) IN GENERAL.—In addition to the amounts uired to
be transferred from the surplus funds of the Federal reserve

ursuant to section 7(a)3) of the Federal Reserve Act,
the Federal reserve banks shall transfer from such surplus
funds to the Board of Governors of the Federal Reserve System
for transfer to the Secretary of the Treasury for deposit in
the eral fund of the Treasury, a total amount of
$106,000,000 in fiscal year 1997 and a total amount of
$107,000,000 in fiscal year 1998,

(2) ALLOCATION BY FED.—Of the total amount required
to be paid by the Federal reserve banks under paragraph
(1) for fiscal year 1997 or 1998, the Board of Governors of
the Federal Reserve System shall determine the amount each
such bank shall pay in such fiscal year.

(3) REPLENISHMENT OF SURPLUS FUND PROHIBITED.—No
Federal reserve bank may replenish such bank’s surplus fund
by the amount of any transfer by such bank under paragraph
(1) during fiscal years 1997 and 1998.

(c) TECHNICAL AND CONFORMING AMENDMENTS.—

(1) The penultimate undesignated ph of section 7

of the Federal Reserve Act (12 U.S.C. ) 18 amended by
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striking “The net earnings derived” and inserting “(b) USE
OF EARNINGS TRANSFERRED TO THE TREASURY.—The net earn-
ings derived”.

(2) The last undesignated paragraph of section 7 of the
Federal Reserve Act (12 U.S.C. 531) is amended by striking
“Federal reserve banks” and inserting “(c) EXEMPTION FROM
TaxXATION.—Federal reserve banks”.

SEC. 3003. USE OF RETURN DATA FOR INCOME VERIFICATION UNDER

CERTAIN HOUSING ASSISTANCE PROGRAMS.
Section 904 of the Stewart B. Mc.I‘{inma;'v Homeless Assistance

Amendments Act of 1988 (42 U.S.C. 3544) is amended as follows:

(1) DEFINITION.—In subsection (a), by adding at the end
the following:

“(4) PROGRAM OF THE DEPARTMENT OF HOUSING AND URBAN
DEVELOPMENT.—The term ‘program of the Department of Hous-
ing and Urban Devalopment includes Indian housing pmﬁms
assisted under title II of the United States Housing
1937.”.

(2) CONSENT FORMS.—In subsection (b

(A) in paragraph (1), by st.nkmg “and” at the end;

(B) in paragraph (2), by striking the period at the
end and inserting “; and”;

(C) by maerhng after paragraph (2) the following new
paragraph: i
“(3) sign a consent form approved by the Secretary authoriz-

ing the Secretary to request the Commissioner of Social Security
and the Secretary of the Treasury to release information pursu-
ant to section 6103(1X7XDXix) of the Internal Revenue Code
of 1986 with respect to such applicant or participant for the
sole purpose of the Secretary verifying income information
pertinent to the applicant’s or participant’s eligibility or level
of benefits.”; and

(D) in the last sentence, by striking “This” and insert-
i.&gs :.he following: “Except as provided in this subsection,

(3) APPLICANT, PARTICIPANT, AND PUBLIC HOUSING AGENCY
Pno'mc'r{gl;:g.—lrt;) subsecﬁ;lt: ((g))(i}—
in subparagra
(i) in ths matter preceding clause (i)—

(I by msertmg after “compensation law” the
followmﬁ ursuant to section 6103(1X7)(DXix)
of the Inte Ravenue Code of 1986 from the
Commissioner of Social Security or the Secretary
of the Treasury”; and

(II) by inserting “(in the case of information
obtained pursuant to such section 303(i))" before
“representatives”; and
(ii) in clause (ii), by mserhng “or public houamg

g&ncy" after “owner” each gace it appears and
in subparagraph (B), after “wages”
lace it appears the fallowmg‘ er earnings or
mcome
(4) PENAL'I"{ .—In subsection (c)3)—
in subparagraph (A), by inserting “or section
6103(1)(7)(D)(1x) of the Internal Revenue Code of 1986 with-
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out consent geursuant to subsection (b) of this section or”
after “Social Securi . and
(B) in the first sentence of subparagraph (B)—
(i) by striking clause (i) and inserting the following:
“(i) a negligent or knowing disclosure of information
referred to in this section, section 303(i) of the Social
Security or section 6103(1X(7XDXix) of the Internal
Revenue of 1986 about such person by an officer
or employee of any public housing agency or owner
(or emplcg;e thereof), which disclosure is not author-
ized b is section, such section 303(i), such section
6103(IX7XDXix), or any tion implementing this
section, such section 303(i), or such section
6103(1X(7)(DXix), or for which consent, pursuant to sub-
gcgion (b) of this section, has not been granted, or”;

(ii) in clause (ii), by inserting “such section
6103(1)(7)X(DXix),” after “303(i),”.
(5) CONFORMING AMENDMENT.—The heading of subsection
(c) of section 904 of the Stewart B. McKinney Homeless Assist-
ance Amendments Act of 1988 is amended by striking “STATE 42 USC 3544.
EMPLOYMENT”.

SEC. 3004. GNMA REMIC GUARANTEE FEES.

Section 306(gX3) of the National Housing Act (12 U.S.C.
1721(gX3)) is amended by adding at the end following new
subpara, h:
“(E)?i?lglotwithatanding subfparagraphs (A) through (D), fees

for the guarantee of, or commitment to guarantee,

multiclass securities backed by a trust or pool of securities or
notes guaranteed by the Association under this subsection, and
other related fees shall be charged by the Association in an amount
the Association deems appropriate. The Association shall take such
action as may be necessary to reasonably assure that such portion
of the benefit, reaulting from the Association’s multiclass securities
program, as the Association determines is appropriate accrues to
mortgagors who execute eligible mortgages r the date of the
enactment of this sub aph.

“(ii) The Association provide for the initial implementation Federal
of the p: for which fees are under the sentence Defiseh
of clause ;1) by notice published in the Federal Register. The notice ggroctive date.
shall be effective upon publication and shall provide an opportunity .
for public comment. Not later than 12 months after publication Regulations.
of the notice, the Association shall issue regulations for such pro-
gram based on the notice, comments received, and the experience
of the Association in mrrﬁx;ﬁatiut the program during such period.

“(iii) The iation 1 consult with persons or entities
in such manner as the Association deems appropriate to ensure
the efficient commencement and operation of the multiclass securi-

ties program.
2(iw) No State or local law, and no Federal law (except Federal
w enacted expressly in limitation of this clause after the effective
date of this subparagraph) shall preclude or limit the exercise
by the Association of its power to contract with persons or entities,
and its rights to enforce such contracts, for the purpose of ensuring
the efficient commencement and continued operation of the
multiclass securities program.”.
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To improve the actuarial soundness of the Mutual Mo
Insurance Fund under the National Housing Act, the Secretary
of Housing and Urban Development shall increase the rate at
which the Secretary earns the single premium payment collected
at the time of insurance of a mortgage that is an obligation of
such Fund (with respect to the rate in effect on the date of the
enactment of this Act). In establishing such increased rate, the
Secretary shall consider any current audit findings and reserve
analyses and information regarding the average duration
of mortgages that are obligations of such d and may consider
any ;ther information that the Secretary determines to be appro-
priate.

TITLE IV—STUDENT LOAN AND ERISA
PROVISIONS

SEC. 4001. TABLE OF CONTENTS.
The table of contents for this title is as follows:

TITLE IV—STUDENT LOAN AND ERISA PROVISIONS
Sec. 4001. Table of contents,

Subtitle A—Direct Student Loan Provisions
Sec. 4011. Short title; references.

CHAPTER 1—FEDERAL DIRECT STUDENT LOAN PROGRAM
Sec. 4021. Federal direct student loan program.

CHAPTER 2—CONFORMING AMENDMENTS TO THE HIGHER EDUCATION ACT OF 19656

Sec. 4043. Terms of loans.
Soc. 4045, Toremation of of guarani
4045. tion of guaranty agency agreements; assumption
agency functions by tl'ne%ecretary "
Sec. 4046. Consolidation loans.

Sec. 4047. Consolidation of programs.
Subtitle B—Additional Savings from the Student Loan Programs

Sec. 4101. Reduction of borrower interest rates.

Sec. 4102. Reduction in loan fees paid by students.

Sec. 4103. Loan fees from lenders.

Sec. 4104. Offset fee.

Sec. 4105. Elimination of tax exempt floor.

Sec. 4106. Reduction in interest rate for consolidation loans; rebate fee.
Sec. 4107. Reinsurance fees and administrative cost allowance.

Sec. 4108. Risk i

Subtitle C—Cost Sharing by States
Sec. 4201. Cost sharing by States.

Subtitle D—Group Health Plans
Sec. 4301. Standards for group health plan coverage.
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Subtitle A—Direct Student Loan
Provisions
" SEC. 4011, SHORT TITLE; REFERENCES.

(a) SHORT TiTLE.—This subtitle may be cited as the “Student
Loan Reform Act of 1993".

(b) REFERENCES.—References in this subtitle and subtitles B
and C to “the Act” are references to the Higher Education Act
of 1965 (20 U.S.C. 1001 et seq.).

CHAPTER 1—FEDERAL DIRECT STUDENT LOAN
PROGRAM

SEC. 4021. FEDERAL DIRECT STUDENT LOAN PROGRAM.

Part D of title IV (20 U.S.C. 1087a) is amended to read as
follows:

“PART D—FEDERAL DIRECT STUDENT LOAN
PROGRAM

“SEC. 451. PROGRAM AUTHORITY.

There are hereby made available, in accordance with the provi-
sions of this part, such sums as may be necessary to make loans
to all eligible students (and the eligible parents of such students)
in atten at participating institutions of higher education
selected by the Secretary, to enable such students to pursue their
courses of study at such institutions during the period beginning
July 1, 1994. Such loans shall be made by pa.rtlczﬁahng institutions,
or consortia thereof, that have agreements with the Secretary to
originate loans, or by alternative originators designated by the
Secretary to make loans for students in attendance at participating
institutions (and their parents).

“SEC. 452. FUNDS FOR ORIGINATION OF DIRECT STUDENT LOANS.

“(a) IN GENERAL.—The Secretary shall provide, on the basis
of the need and the eligibility of students at each participating
institution, and parents of such students, for such loans, funds
for student and parent loans under this part—

“(1) directly to an institution of higher education that has
an agreement with the Secretary under section 454(a) to partici-
pate in the direct student loan 'Ero under this part and
that also has an agreement wi tﬁe Secretary under section
454(b) to originate loans under this part; or

“(2) through an alternative originator designated by the
Secretary to students (and parents of students) attendi
institutions of higher education that have an agreement wi
the Secretary under section 454(a) but that do not have an

nt with the under section 454(b).

Etﬂ} FEES FOR ORIGINATION SERVICES.—

“(1) FEES FOR INSTITUTIONS.—The Secretary shall pay fees
to institutions of higher education (or a consortium of such
institutions) with agreements under section 454(b), in an
amount established by the Secretary, to assist in meeting the
costs of loan origination. Such fees—

107 STAT. 341
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Contracts.

“(A) shall be paid by the Secretary based on all the
loans made under this part to a particular borrower in
the same academic year;

“(B) shall be subject to a sliding scale that decreaseg
the per borrower amount of such fees as the number of
borrowers increases;

“C)3d) for academic year 1994-1995, shall not exceed
a program-wide average of $10 per borrower for all the
loans made under this part to such borrower in the same
academic year; and

“(ii) for succeeding academic years, shall not exceed
gch avetguge fee as the Secretary shall establish pursuant

re ons,

“2) FOR ALTERNATIVE ORIGINATORS.—The Secretary
shall pay fees for loan origination services to alternative origi-
nators of loans made under this part in an amount established
by the Secretary in accordance with the terms of the contract
described in section 456(b) between the Secretary and each
such alternative originator.

“(c) No ENTITLEMENT TO PARTICIPATE OR ORIGINATE.—No
institution of higher education shall have a right to participate
itg th:f programs authorized by this parttliz;.,J to oﬁ%ate‘ loa..ns,thcil:

orm an, am function under this part. Nothing in
aublrection shgllprb?greonstmed so as to limit the entitlement of
an eligible student attending a participating institution (or the
eligible parent of such student) to borrow under this . :

“(d) DELIVERY OF LOAN FUNDS.—Loan funds shall be paid and
delivered to an institution by the Secretary prior to the beginning
of the payment period established by the Secretary in a manner
that is consistent with payment and delivery of basic grants under
subpart 1 of part A of this title,

“SEC. 453. SELECTION OF INSTITUTIONS FOR PARTICIPATION AND
ORIGINATION.

“(a) PHASE-IN OF PROGRAM.—

“(1) GENERAL AUTHORITY.—The Secretary shall enter into
agreements pursuant to section 454(a) with institutions of
higher education to participate in the direct student loan pro-
gram under this part, and agreements pursuant to section
454(b) with institutions of higher education, or consortia
thereof, to originate loans in such program, for academic years
beginning th(::l u;ll; alliue:h July 1, 1 91:411 Altem:ileve origination
services, which an entity other than participati
institution at which the stude:{ is in attendance ori Pa:lt?ag
the loan, shall be provided by the Secretary, thro 1 or
2 contracts under ggcsti?n 456(b) o :;ch di;ther fiotin, &

e Secre may provide, for students atten: partici
pR e e v e S e
n r
shall, to the extent feasible, be entered into not later than
January 1, 1994.

“(2) TRANSITION PROVISIONS.—In order to ensure an expedi-
tious but orderly transition from the loan programs under
part B of this title to the direct student loan program under
this part, the Secretary shall, in the exercise of the Secretary’s
discretion, determine the number of institutions with which
the Secretary shall enter into agreements under subsections
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(a) and (b) of section 454 for any academic year, except that
the Secretary shall exercise such discretion so as to achieve

the followi goa]a:

"(AE or academic year 1994-1995, loans made under
this part shall re&resent 5 percent of the new student
loan volume for such year;

“(B) for academic year 1995-1996, loans made under
this part shall represent 40 percent of the new student
loan volume for such .

“C) for academic years 1996-1997 and 1997-1998,
loans made under this Evart shall represent 50 percent
of the new student loan volume for such years; and

“D) for the academic year that begins in fiscal year
1998, loans made under this part shall represent 60 percent
of the new student loan volume for such year.

“(3) EXCEPTION.—The Secretary may exceed the percen
goals described in subparagraphs (C) or (D) of paragraph (2)
if the Secretary determines that a higher percentage is war-
ranted by the number of institutions of higher education that
desire to icipate in the program under this part and that
meet the eligibility requirements for such participation.

“(4) NEW STUDENT LOAN VOLUME.—For the purpose of this
subsection, the term ‘new student loan volume’ means the
estimated sum of all loans (other than consolidation loans)
that will be made, insured or Emmnteed under this part and
52?1-93 in the year for which the determination is made. The

tary base the estimate described in the preceding
sentence on the most recent program data available.

“(b) SELECTION CRITERIA.—

“(1) APPLICATION.—Each institution of higher education
desiring to Bﬁ:ﬂ:ﬁcipate in the direct student loan program under
this part submit an application satisfactory to the Sec-
retary containing such information and assurances as the Sec-
Te may require.

(2) SELECTION PROCEDURE.—The Secretary shall select Contracts.
institutions for participation in the direct student loan program
under this part, and shall enter into agreements with such
institutions under section 454(a), from among those institutions
that submit the applications described in paragl?eh (1), and
meet such other eligibility requirements as the tary shall
prescribe, by, to the extent possible—

“(AXi) categorizing such institutions according to
anticipated loan volume, length of academic program, con-
trol of the institution, highest degree offered, size of student
enrollment, geographic tion, annual loan volume, and
defau(lt) begu?l?lc:g;md d year 1995-1996 sel ct:m%

i inning in academic selecti
institutions that are reasonably representative of each o
the categories described pursuant to clause (i); and

“(B) if the Secretary determines it necessary to carry
out the purposes of this part, selecting additional institu-

tions.

“(c) SELECTION CRITERIA FOR ORIGINATION.—

“(1) IN GENERAL.—The Secretary may enter into a supple-
mental agreement with an institution (or a consortium of such
institutions) that—

“(A) has an agreement under subsection 454(a);
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Federal

pul

ister,

lication.

“(B) desires to originate loans under this part; and

“(C) meets the criteria described in paragraph (2).

“(2) TRANSITION SELECTION CRITERIA.—For academic year
1994-1995, the Secretary may approve an institution to origi-
nate loans only if such institution—

“(A) made loans under part E of this title in academic
year 1993-1994 and did not exceed the applicable maxi-
mum default rate under section 462(g) for the most recent
fiscal year for which data are available;

“(B) is not on the reimbursement system of payment
for any of the programs under subpart 1 or 3 of part
A, part C, or part E of this title;

“C) is not overdue on program or financial reports
or audits required under this title;

“(D) is not subject to an emergency action, or a limita-
tion, suspension, or termination under section 428(b)}1XT),
432(h), or 487(c);

“(E) in the opinion of the Secretary, has not had signifi-
cant deficiencies identified by a State postsecondary review
entity under subpart 1 of part H of this title;

“(F) in the opinion of the Secretary, has not had severe
performance deficiencies for any of the programs under
this title, including such deficiencies demonstrated by
audits or program reviews submitted or conducted during
the 5 calendar years immediately preceding the date of
application;

“(G) provides an assurance that such institution has
no delinquent outstanding debts to the Federal Govern-
ment, unless such debts are being repaid under or in
accordance with a repayment arrangement satisfactory to
the Federal Government, or the Secretary in the Secretary’s
discretion determines that the existence or amount of such
debts has not been finally determined by the cognizant
Federal agency; and

“(H) meets such other criteria as the Secretary may
establish to protect the financial interest of the United
States and to promote the purposes of this part.

“(3) REGULATIONS GOVERNING APPROVAL AFTER TRANSI-
T the Bttt 0Tl Mok Aty And SAILE & s Fod
years, the 8 promulgate and publish in the Fed-
eral Register regulations governing the approval of institutions
it)sﬁnfzx;abe loans under this part in accordance with section

a
“(d) ELIGIBLE INSTITUTIONS.—The Secretary may not select an

institution of higher education for participation umf;r this section
unless such institution is an eligible institution under section 435(a).
“(e) CONSORTIA.—Subject to such requirements as the Secretary
mny rescribe, eligible institutions of higher education (as deter-
under suhaecﬁon (d)) with agreements under section 454(a)
may apply to the Secretary as consortia to originate loans under
this part for students in attendance at such institutions. Each
such institution shall be required to meet the requirements of
subsection (c) with respect to loan origination,
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“SEC. 454. AGREEMENTS WITH INSTITUTIONS. 20 USC 1087d.

“(a) PARTICIPATION AGREEMENTS.—An agreement with any
institution of higher education for participation in the direct student
loan p: under this part shall—

gl) provide for the establishment and maintenance of a
direct student loan program at the institution under which
the institution will—

“(A) identify eligible students who seek student finan-
:iial mistance at such institution in accordance with sec-

on ’

“(B) estimate the need of each such student as required
by part F of this title for an academic year, except that,
any loan obtained by a student under this part with the
same terms as loans made under section 428H (except
as otherwise provided in this ), or a loan obtained
by a parent under this part with the same terms as loans
made under section 428B (except as otherwise provided
mth:tg ), or obtained gt;deredantjtr) Sil'i‘ati*s nsored xpectgg

vate loan program, may be us offse e
amily contribl:ltion of the student for thr%tﬂyear'

4C) provide a statement that certifies the eligibility
of any student to receive a loan under this part that is
not in excess of the annual or aggregate limit applicable
to such loan, except that the institution may, in exceptional
circumstances identified by the Secretary, refuse to certify
a statement that permits a student to receive a loan under
this part, or certify a loan amount that is less than the
student’s determination of need (as determined under part
F of this title), if the reason for such action is documented
and provided in written form to such student;

E(D) set forth a schedule for disbursement of the pro-
ceeds of the loan in installments, consistent with the
requirements of section 428G; and

“(E) provide timely and accurate information—

(i) concerning the status of student borrowers (and
students on whose behalf parents borrow under this
part) while such students are in attendance at the
institution and concerning any new information of
which the institution becomes aware for such students
(or their parents) after such borrowers leave the
institution, to the Secretary for the servicing and
collecting of loans made under this part; and

“(ii) 1if the institution does not have an agreement
with the Secretary under subsection (b), concerning
student eligibility and need, as determined under sub-

;mratgmpha (A) and (B), to the Secretary as needed

or the alternative origination of loans to eligible stu-

dents and parents in accordance with this part;
“(2) provide assurances that the institution will comply
with requirements established by the Secretary relating to stu-
dent loan information with respect to loans made under this

“(8) provide that the institution accepts responsibility and
financial liability stemming from its failure to perform its func-
tions pursuant to the agreement;

“(4) &rovide that students at the institution and their par-
ents (with respect to such students) will be eligible to partici-
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pate in the programs under part B of this title at the discretion
of the Secretary for the period during which such institution
participates in the direct student loan program under this
part, except that a student or parent may not receive loans
undfir boﬂl:: this part and part B for the same period of enroll-
ment;

“(5) provide for the implementation of a quality assurance
system, as established by the Secre and developed in con-
sultation with institutions of higher education, to ensure that
the institution is complying with program requirements and
meeting program objectives;

6) provide that the institution will not charge any fees
of any kind, however described, to student or parent borrowers
for origination activities or the provision of any information
necessary for a student or parent to receive a loan under
this %art, or any benefits associated with such loan; and

7) include such other provisions as the Secretary deter-
mines are necessary to protect the interests of the United
States and to promote the purposes of this part.

“(b) ORIGINATION.—An agreement with any institution of higher
wﬁom h?alil consortia thereof, for the origination of loans under

B —_—
part“(n supplement the agreement entered into in accordance
with subsection (a);

“2) include provisions established by the Secretary that
are similar to the )ﬂsertm tion ment provisions described
in paragraphs (1(EXii), (2), (3), (45. (5), (6), and (7) of subsection
(a), as modified to relate to the origination of loans by the
institution or consortium;

“(3) provide that the institution or consortium will oritiinate
loans to eligible students and parents in accordance with this

; and
“(4) provide that the note or evidence of obligation on
the loan be the property of the Secretary.
“(c) WITHDRAWAL AND ATION PROCEDURES,—The Sec-
retary shall establish procedures by which institutions or consortia
may withdraw or be terminated from the program under this part.

20 USC 108Te. “SEC. 455. TERMS AND CONDITIONS OF LOANS.

“(a) IN GENERAL.—

“(1) PARALLEL TERMS, CONDITIONS, BENEFITS, AND
AMOUNTS.—Unless otherwise specified in this part, loans made
to borrowers under this 8 have the same terms, condi-
tions, and benefits, and be available in the same amounts,
as loans made to borrowers under sections 428, 428B, and

428H of this title.

“(2) DESIGNATION OF LOANS.—Loans made to borrowers
under this that, except as otherwise specified in this
part, have the same terms, conditions, and benefits as loans
made to borrowers under—

“(A) section 428 shall be known as ‘Federal Direct

Stafford Loans’;

“(B) section 428B shall be known as ‘Federal Direct
PLUS Loans’; and
“(C) section 428H shall be known as ‘Federal Direct
Unsubsidized Stafford Loans’.
“(b) INTEREST RATE.—
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“(1) RATES FOR FDSL AND FDUSL.—For Federal Direct Staf-
ford Loans and Federal Direct Unsubsidized Stafford Loans
for which the first disbursement is made on or after July
1, 1994, the a%glicable rate of interest shall, during any 12-
month period beginning on July 1 and ending on June 30,
be determined on the preceding June 1 and equal to—

“(A) the bond equivalent rate of 91-day Treasury bills

:;ucil;ioned at the final auction held prior to such June

; plus
“(B) 3.1 percent,
except that such rate shall not exceed 8.25 percent.

Lo d(li)g l:rh SCHOOL AND fgmcn mngo(li )RULESb - .—b(AJ‘tNotwith-
8 i e provisions of paragra; , but subject to para-
graph (3), wﬂlz)h respect topany Fe%aral Direct S't'.aﬂ‘ord an
or Federal Direct Unsubsidized Stafford Loan for which the
first disbursement is made on or after July 1, 1995, the
applicable rate of interest for interest which accrues—

“(i) prior to the beginning of the repayment period
of the loan; or
“(ii) durhtl.ﬁ the period in which principal need not
be paid (whether or not such principal is in fact paid)
by reason of a provision described in section 428(b)}(1XM)
or 427(a)(2XC),
shall not exceed the rate determined under subparagraph (B).

“(B) For the purpose of subparﬁﬁaph (A), the rate deter-
mined under this subparagraph shall, during any 12-month
period beginning on July 1 and ending on June 30, be deter-
mined on the preceding June 1 and be equal to—

“(i) the bond equivalent rate of 91-day Treasury bills
auctioned at the final auction prior to such June 1; plus
“(ii) 2.5 percent,
except that such rate shall not exceed 8.25 percent.

(3) OUT-YEAR RULE.—Notwithstanding paragraphs (1) and
(2), for Federal Direct Stafford Loans and Federal Direct
Unsubsidized Stafford Loans made on or after July 1, 1998
the applicable rate of interest shall, during any 12-month perio«i

inning on July 1 and ending on June 30, be determined
on the preceding June 1 and be equal to—

“(A) the bond equivalent rate of the security with a
com ble maturity as established by the Secretary; plus
Bﬂ(ﬁ? 1.0 percent,
except that such rate shall not exceed 8.25 percent.

(4) RATES FOR FDPLUS.—(A) For Federal Direct PLUS
Loans for which the first disbursement is made on or after
July 1, 1994, the applicable rate of interest shall, during any
12-month period beginning on July 1 and ending on June
30, be determined on the preceding June 1 and be equal to—

“(i) the bond equivalent rate of 52-week Treasury bills
auctioned at final auction held prior to such June 1; plus

“(ii) 3.1 percent,

t that such rate shall not exceed 9 percent.

(B) For Federal Direct PLUS loans made on or after July
1, 1998, the applicable rate of interest shall, during any 12-
month period inning on July 1 and ending on June 30,
be determined on the preceding June 1 and equal to—

“(i) the bond equivalent rate of the security with a
comparable maturity as established by the Secretary; plus

exce
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“(ii) 2.1 percent,
except that such rate shall not exceed 9 percent.

5) PUBLICATION.—The Secretary shall determine the
applicable rates of interest under this subsection after consulta-
tion with the Secretary of the Treasury and shall gubhsh such
rate in the Federal Register as soon as practicable after the
date of determination.

“(c) LoAN FEE.—The Secretary shall charge the borrower of

a loan made under this part an origination fee of 4.0 percent
of the principal amount of loan.

“(d) REPAYMENT PLANS.—

“(1) DESIGN AND SELECTION.—Consistent with criteria
established by the Secretary, the Secretary shall offer a bor-
rower of a loan made under this part a variety of plans for
rep t of such loan, including principal and interest on
the loan. The borrower shall be entitled to accelerate, without
%nalty, repayment on the borrower’s loans under this part.

e borrower may choose—

“(A) a standard repayment plan, with a fixed annual
repayment amount a:icr over a fixed period of time, consist-
ent with subsection (a)(1) of this section;

“(B) an extended repayment plan, with a fixed annual .
repayment amount paid over an extended period of time,
except that the borrower shall annually repay a minimum
amount determined by the Secretary in accordance with
section 428(b)(1)(L);

“C) a graduated repayment plan, with annual repa{-
ment amounts established at 2 or more graduated levels
and paid over a fixed or extended period of time, except
that the borrower’s scheduled payments shall not be less
than 50 percent, nor more than 150 percent, of what the
amortized payment on the amount owed would be if the
loan were repaid under the standard repayment plan; and

“(D) an income contingent repayment plan, with vary-
ing annual repayment amounts based on the income of
the borrower, paid over an extended period of time pre-
scribed by the Sacrem?, not to exceed 25 years, except
that the plan described in this subparagraph shall not
})e available to the borrower of a Federal Direct PLUS

oan.

“(2) SELECTION BY SECRETARY.—If a borrower of a loan
made under this part does not select a repayment plan
described in paragraph (1), the Secre may provide the bor-
rower with a repayment plan descri in sugparagraph (A),
(B), or (C) of paragraph (1).

“(3) CHANGES IN SELECTIONS.—The borrower of a loan made
under this part may change the borrower’s selection of a repay-
ment plan under agraph (1), or the Secretary’s selection
of a ]?ean for the borrower under paragraph (2), as the case
:)na{he S,eund:arr;uch terms and conditions as may be established

y cretary.

“(4) ALTERNATIVE REPAYMENT PLANS.—The Secretary may
provide, on a case l;y case basis, an alternative repayment
plan to a borrower of a loan made under this part who dem-
onstrates to the satisfaction of the Secretary that the terms
and conditions of the repayment plans available under para-
graph (1) are not adequate to accommodate the borrower’s
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exceptional circumstances. In designing such alternative repay-
ment plans, the Secretary shall ensure that such plans go
not exceed the cost to the Federal Government, as determined
on the basis of the present value of future payments by such
born;l“al;s, of loans made using the plans available under para-
grap| L
“(5) REPAYMENT AFTER DEFAULT.—The Secretary may
trl‘:gsu;?}t n;lg'_bormwer who has defaulted on a loan made under
“(A) pay all reasonable collection costs associated with
such loan; and
“(B) repay the loan pursuant to an income contingent
repayment plan.
“(e) INCOME CONTINGENT REPAYMENT.—

. ta;'1(11) mch i:f?nog AND PROC snumsb .—The Secretary may
0 su rmation as is reasonably necessary E'rdmﬂ
the income of a borrower (and the l{)omwer's Brl;?use,
applicable) of a loan made under this part that is, or may
be, repa.idfpdu:;uaqt to mﬂelome ml.?:linmt repa%rmebll:it, E?r tho%
purpose 0 rmining the ann repayment obligation
the borrower. Returns and return information (as defined in
section 6103 of the Internal Revenue Code of 1986) may be
obtained under the preceding sentence only to the extent
authorizedhl;{l section 6103(1X13) of such Code. The Secretary
shall establish procedures for determining the borrower’s repay-
ment obligation on that loan for such year, and such other

rocedures as are necessary to implement effectively income

P
contmgen' t repayment.

“(2) REPAYMENT BASED ON ADJUSTED GROSS INCOME.—A
repayment schedule for a loan made under this and repaid
pursuant to income contingent repayment be based on
the adjusted gross income (as defined in section 62 of the
Internal Revenue Code of 1986) of the borrower or, if the
borrower is married and files a Federal income tax return
jointly with the borrower’s spouse, on the adjusted gross income
of the borrower and the borrower’s spouse.

“(3) ADDITIONAL DOCUMENTS.—A borrower who chooses, or
is required, to repay a loan made under this part r;g‘suant
to income contingent repayment, and for whom adjusted gross
income is unavailable or does not reasonably reflect the
borrower’s current income, shall provide to the tary other
documentation of income satisfactory to the Secretary, which
documentation the Secretary may use to determine an appro-
priate repayment schedule.

“(4) REPAYMENT SCHEDULES.—Income contingent repay- Regulations.
ment schedules shall be established by regulations Lg:;mulgatgd

vary in

by the Secretary and shall requi ents

relation to the ap roEziate portion o annual income of
the borrower (and &e rrower’s spouse, if applicable) as deter-
mined by the Secretary.

“(5) CALCULATION OF BALANCE DUE.—The balance due on

a loan made under this part that is repaid pursuant to income
contingent repayment shall equal the unpaid principal amount
of the loan, any accrued interest, and any fees, such as late
, assessed on such loan. The Secretary may promulgate

tions limiting the amount of interest that may be capital-

ized on such loan, and the timing of any such capitalization.



107 STAT. 350

PUBLIC LAW 103-66—AUG. 10, 1993

“(6) NOTIFICATION TO BORROWERS.—The Secretary shall
establish procedures under which a borrower of a loan made
under this part who chooses or is required to repay such loan
pursuant to income contingent repayment is notified of the
terms and conditions of such plan, including notification of
such borrower—

“(A) that the Internal Revenue Service will disclose
to the Secretary tax return information as authorized under

:o;ﬁion 6103(1X13) of the Internal Revenue Code of 1986;

“B) that if a borrower considers that special cir-
cumstances, such as a loss of employment by the borrower
or the borrower’s spouse, warrant an adjustment in the
borrower’s loan repayment as determined using the
information described in subparagraph (A), or the alter-
native documentation described in paragraph (3), the bor-
rower may contact the Secretary, who s determine
whether such adjustment is appropriate, in accordance with
criteria established by the Secretary.
“(f) DEFERMENT.—

“(1) EFFECT ON PRINCIPAL AND INTEREST.—A borrower of
a loan made under this part who meets the uirements
described in paragraph (2) shall be eligible for a deferment,
during which periodic installments of principal need not be
paid, and interest—

“(A) shall not accrue, in the case of a—

“(i) Federal Direct Stafford Loan; or
“(ii) a Federal Direct Consolidation Loan .that
consolidated only Federal Direct Stafford Loans, or

a combination of such loans and Federal Stafford Loans

for which the student borrower received an interest

subsidy under section 428; or

“B) 1 accrue and be capitalized or paid by the
borrower, in the case of a Federal Direct lgf.lUS
a Federal Direct Unsubsidized Stafford Loan, or a Federal
aniec;: Consolidation Loan not described in subparagraph

11).

patk Shall Ko piaiie e s Sttt daiing s oo
e e for a rmen an, —

“(A) during which the borrower— e
“G) is ing at least one-half the normal full-
time work load the course of study that the
borrower is pursuing, as determined by the eligible

institution (as such term is defined in section 435(a))

the borrower is attending; or

“(ii) is ?unu.mg a course of study pursuant to

a graduate ellowshlgoprogram approved by the Sec-

retary, or pursuant a rehabilitation t:rm.mng pro-

ﬁ t?;y individuals with disabilities approved by the

e plo eion ol e o ol porigionss
r or a
(other than a F Direct PLUS Loan or a Pederal
Direct Consolidation Loan), while serving in a medical
internship or residency nFmgram; >

“(B) not in excess of 3 years during which the borrower
is seeking and unable to find full-time employment;
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“(C) not in excess of 3 years during which the Secretary
determines, in accordance with regulations prescribed
under section 435(0), that the borrower has experienced
or will experience an economic hardship.

“(g) FEDERAL DIRECT CONSOLIDATION LOANB.—A borrower of
a loan made under this part may consolidate such loan with the
loans described in section 428C(a)4) only under such terms and
conditions as the Secretary shall establi ursuant to section
457(a)(1) or regulations promulgated under this part. Loans made
under this subsection shall be known as ‘Federal Du'ect Consolida-
tion Loans’.

“(h) BORROWER DEFENSES.—Notwithstanding any other provi- Regulations.
sion of State or Federal law, the Secretary shall s in regula-
tions (except as authorized under section 457(aX1)) which acts
or omissions of an institution of education a borrower may
assert as a defense to repayment of a loan made under this part,
except that in no event may a borrower recover from the Secretary,
in any action arising from or relating to a loan made under this
part, an amount in excess of the amount such borrower has repaid
on such loan.

“(i) LOAN APPLICATION AND PROMISSORY NOTE.—The common
financial reporting form required in section 483(a)(1) shall con-
stitute the application for loans made under this (other than
. Eeglera]b te to I;;Eixs %E:muno 44 mda‘i?lvehp' e
and distribu ci ns a s promissory
note and loan disclosure lgf'm.

“() LOAN DISBURSEMENT.—

“(1) IN GENERAL.—Proceeds of loans to students under this
part shall be applied to the student’s account for tuition and
fees, and, in the case of institutionally owned housing, to room
and board. Loan proceeds that remain after the application
of the previous sentence shall be delivered to the borrower
by or other means that is payable to and requires the
endorsement or other certification by such borrower.

“(2) PAYMENT PERIODS.—The Secretary shall establish peri-
ods for the pathants described in paragraph (1) in a manner
consistent with payment of basic grants under subpart 1 of
part A of this title.

“(k) F1SCAL CONTROL AND FUND ACCOUNTABILITY.—

“(1) IN GENERAL.—(A) An institution shall maintain finan-
cial records in a manner consistent with records maintained
for other programs under this title.

“B) t as otherwise required by regulations of the
Secretary, or in a notice under section 457(a)(1), an institution
may maintain loan funds under this part in the same account
as other Federal student financial assistance.

“(2) PAYMENTS AND REFUNDS.—Payments and refunds shall
be reconciled in a manner consistent with the manner set
forth for the submission of a payment summary report reqmred
of institutions participating in the program under subpart 1
of A, except that nol in this paragraph shall prevent

remnmhnuons on a mon basis.

“(3) TRANSACTION HISTORIES.—AIll transaction histories
under this shall be maintained using the same system
designated by the Secretary for the provision of basic grants

undersubpart 1 of part A of this title.
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20 USC 1087f. “SEC. 456. CONTRACTS.

“(a) CONTRACTS FOR SUPPLIES AND SERVICES.—

“(1) IN GENERAL.—The Secretary shall, to the extent prac-
ticable, award contracts for origination, servicing, and collection
described in subsection (b). In awarding such contracts, the
Secretary shall ensure that such services and supplies are
provided at competitive prices.

“2) ENTITIES.—The entities with which the Secretary may
enter into contracts shall include only entities which the Sec-
retmE determines are qualified to provide such services and
supplies and will comply with the procedures applicable to
the award of such contracts. In the case of awarding contracts
for the origi:at.ion, servi:mi and collection of loans under
this part, Secretary enter into contracts only with
entities that have extensive and relevant erience and dem-
onstrated effectiveness. The entities with which the Secretary
may enter into such contracts shall include, where d1:vt‘ta.t:t;it:a1')le,

ncies with lxit.g'reel:l:lem;s with the Secre under sections
3%3(1» and (c), if such agencies meet the qualifications as deter-
mined by the Secretary under this subsection and if those
agencies have such experience and demonstrated effectiveness.
In awarding contracts to such State agencies, the Secretary
shall, to the extent practicable and consistent with the purposes
of this part, give special consideration to State agencies with
a history of high quality performance to perform services for
institutions of higher education within their State.

“(3) RULE OF CONSTRUCTION.—Nothing in this section shall
be oonstéroued as atolimitation of thefautherity of any fS?ﬁ
agency enter into an agreement for p ses 0 i
sectio! nasamemberofawnsorﬁumofsmteagem.

“(b) CONTRACTS FOR ORIGINATION, SERVICING, AND DATA Sys-

TEMS.—The Secretary may enter into contracts for—

“(1) the alternative origination of loans to students attend-
ing institutions of higher education with agreements to partici-
pate in the program under this part (or their parents), if such
institutions do not have agreements with the Secretary under
section 454(b);

“(2) the servicing and collection of loans made under this

“3) the establishment and operation of 1 or more data
systems for the maintenance of records on all loans made
under this part;

“(4) services to assist in the orderly transition from the
loan programs under part B to the direct student loan program
under this part; and

“(5) such other aspects of the direct student loan program
as the Secretary determines are necessary to ensure the
successful operation of the program.

20 USC 1087g. “SEC. 457. REGULATORY ACTIVITIES.

Federal

pﬁgﬁm:ion.

“(a) NOTICE IN LIEU OF REGULATIONS FOR FIRST YEAR OF PRrO-

“(1) NOTICE IN LIEU OF REGULATIONS FOR FIRST YEAR OF
PROGRAM.—The Secretary shall publish in the Federal Register
whatever standards, criteria, and procedures, consistent with
the provisions of this part, the Secretary, in consultation with
members of the higher education community, determines are
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reasonable and necessary to the successful implementation of

the first year of the direct student loan program authorized

by this . Section 431 of the General Education Provisions

Act not apply to the publication of such standards, criteria,

and procedures.

2) NEGOTIATED RULEMAKING.—Beginning with academic
year 1995-1996, all standards, criteria, procedures, and -
tions implementing this as amended by the Student
Reform Act of 1993 shall, to the extent practicable, be subject
to negotiated rulemaking, including all such standards, criteria,
procedures, and regulations prom ted from the date of enact-
ment of such
“(b) CLOSING DATE FOR APPLICATIONS 'FROM INSTITUTIONS.—

The Secretalar shall establish a date not later than October 1,
1993, as the closing date for receiving applications from institutions
of higher education desiring to participate in the first year of
the direct loan program under this part.

“(c) PUBLICATION OF LIST OF PARTICIPATING INSTITUTIONS.—
Not later than January 1, 1994, the Secretary shall publish in
the Federal Register a list of the institutions of higher education
selected to participate in the first year of the direct loan program
under this part.

“SEC. 458. FUNDS FOR ADMINISTRATIVE EXPENSES.

“(a) IN GENERAL.—Each fiscal year, there shall be available
to the Secretary of Education from funds available pursuant to
section 422(g) and from funds not otherwise appropriated, funds
to be obligated for administrative costs under this part, including
the costs of the transition from the loan programs under
B to the direct student loan pro; s under this part (includi
the costs of annually assessing program under this part an
the progress of the transition) and transition support (including
administrative costs) for the expenses of guaranty agencies in servic-
ing outstanding loans in their portfolios and in guaranteeing new
loans, not to exceed (from such funds not otherwise appropriated)
$260,000,000 in fiscal year 1994, $345,000,000 in fiscal year 1995,
$550,000,000 in fiscal E::;] 1996, $595,000,000 in ﬁ?ics.l;:af’mr 1997,
and $750,000,000 in year 1998. If in any year the
Secretary determines that additional funds for administrative
expenses are needed as a result of such transition or the expansion
of the direct student loan programs under this part, the Secretary
is authorized to use funds available under this section for a subse-
quent fiscal year for such expenses, except that the total expendi-
tures by the tary (from such funds not otherwise approiriated)
shall not exceed $2,500,000,000 in fiscal years 1994 through 1998.
The Secretary is also authorized to carry over funds available
under this section to a su uent fiscal year.

“(b) AVAILABILITY.,— made available under subsection (a)
shall remain available until expended.

“(c) BUDGET JUSTIFICATION.—No funds may be expended under
this section unless the Secretary includes in the Department of
Education’s annual budget justification to Cong;esa a detailed
description of the specific activities for which the funds made avail-
able by this section have been used in the prior and current years
(if applicable), the activities and costs planned for the budget year,
and projection of activities and costs for each remaining year

107 STAT. 353

20 USC 108Th.
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for whilch administrative expenses under this section are made
available

“d) NOTIFICATION.—In the event the Secretary finds it nec-
essary to use the authority provided to the Secre under sub-
section (a) to draw funds for administrative expenses from a future
year’s funds, no funds may be expended under this section unless
the Sem'etary mmedlately notifies the Committees on A,ppro na-
tions of the Senate and of the House of Representatives, an
Labor and Human Resources Committee of the Senate and the
Education and Labor Committee of the House of ”presentatwes,
of such action and explain the reasons for such action.”.

CHAPTER 2—CONFORMING AMENDMENTS TO THE
HIGHER EDUCATION ACT OF 19656

SEC. 4041. PRESERVING LOAN ACCESS,

(a) ADVANCES TO GUARANTY AGENCIES FOR LENDER-OF-LAST-
RESORT SERVICES.—

(1) AMENDMENT.—Section 428() of the Act (20 U.S.C.

%1?76” is amended by striking paragraph (3) and inserting
e -

“(3) ADVANCES TO GUARANTY AGENCIES FOR LENDER-OF-
LAST-RESORT SERVICES DURING TRANSITION TO DIRECT LEND-
ING.—(A) In order to ensure the availability of loan ca m
during the transition from the Federal Family Education
Program under this part to the Federal Du'ect Student Loan
Program under part D of this title, the Secretary is authorized
to provide a guaranty a with additional advance funds
in accordance with section 422(c)7), with such restrictions on
the use of such funds as are determined appropriate by the
Secretary, in order to ensure that the guaranty aﬁ;a;lﬁy wﬂl
make loans as the lender-of-last-resort. Such agency
such loans in accordance with this subsection and the reqmre-
ments of the Secretary.

“(B) Notwithstanding any other provision in this part, a

guaranty agm mng as a lender-of-last-resort under this
Faragra ph s a fee, established by the Secretary,
or making such loans in lieu of interest and special allowance
subsidies, and shall be required to assign such loans to the
Secretary on demand. n such assignment, the portion of
the advance represented go the loana assigned shall be consid-
ered repaid by such guaranty agency.”.

(2) CONFORMING AMENDMENTS.—

(A) ADVANCES TO GUARANTEE AGENCIEB —Section

422(1:)(7) of the Act (20 U.S.C. 1072(c)X7)) is amended b,

striking all beginning vnth “to a guaranty agency“ thmugi‘::
the period and inserting “to a guaranty age
“(A) in accordance mt.h section 42 ), in order to
ensure that the guaran aﬁ:.-ncyahallm e loans as the
lender-of- laat-resort d e transition from the Federal

Family Education Loan gram under this part to the

Federal Direct Student Loan Program under part D of

this title; or

ty“(B) if c;l"he Secretar{ is seeking to t:ﬁ-:nnate tl:; guar-
anty agency’s agreement, or assuming guaran

cy’s functions, in aceordanoe with section 428(c)10 )(v)

in order to assist the agency in meeting its immediate
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cash needs, ensure the uninterrupted payment of claims,
nrensumthatthag\mran ‘agency s make loans as
described in subparagraph (
(B) RULES AND OPERATING PROCEDURES.—Section
428(3%(2) of the Act (20 US C. 1078(jX2)) is amended—
(i) in subparagra JJ (A), by mserhng before the
semicolon at the end the followmg- “and ensure a
response within 60 days after the student’s ori
eomplete application is ﬁled under this subsection”;

(ii) by redesignati aphs (B) through
(DZl as su]:paragmphs C) ), respectively;
an

(iii) by inserting after subparagraph (A) the follow-
ing new subparagraph:

4B) consistent with standards established by the Sec-
retary, students applying for loans under this subsection
shall not be subject to additional eligibility ments
or requests for additional information beyond what is
required under this title in order to receive a loan under
this part from an eligible lender, nor be required to receive
more than two rejections from elxgable lenders in order
to obtain a loan under this subsection;”.
(b) LENDER REFERRAL SERVICES.—Section 428(e) of the Act
(20 U.8.C. 1078(e)) is amended—
Mi m agraph (1)—

“ﬁxamendmg the paragraph heading to read as
follows GENERAL; AGREEMENTS WITH GUARANTY AGEN-
CIES.—";

(B) by inse the aubpar ph designation “(A)”

1mmedmte!ymhngbeﬁ‘)?:lfrnb State and “with which
by s any State” inserting w

the Secretary has an agreement under subparagraph (B)”;

d
(D) by adding at the end the following new subpara-

§imﬁx) The Secretary may enter into ments with guar-
anty agencies that meet standards established by the Secretary
to provide lender referral services in geographic areas specified
by the Secretary. Such guaranty agencies shall be paid in
accordance with paragraph (3) for such services
“(ii) The Secretary shall publish in the Federal Register Federal
whatever standards, criteria, and rocedures, consistent with Rg lica&m
the provisions of this part and part D of this tlt.le. the Secretary ° y
determines are reasonable and necessary to provide lender
referral services under this subsection and ensure loan access
to student and parent borrowers during the transition from
the loan programs under this part to the direct student loan
Erogmms r part D of this title. Section 431 of the General
ducation Provisions Act shall not applx to the publication
of such standards, criteria, and procedures.”;
(2)in (Karagraph (2)—

) in the matter preceding sub h (A), by stnk
“in a State” and gnsertmg “mg.r aﬁ:cg
hasan ment under paragraph (1)(B)”;
y amending paragraph (A) to read as follows:
“(A)(l) such student is either a resident of, or is
accepted for enrollment in, or is attending, an eligible
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institution located in a geographic area for which the Sec-

retary (I) determines that loans are not available to all

eligible students, and (II) has entered into an agreement
with a guaranty agency under paragraph (1)XB) to provide
lender referral services; and”;

(3) in paragraph (3), by striking “The” and inserting “From
funds available for costs of transition under section 458 of
o ?ﬁ'bthem h (5)

8 aragra i
(c) IEN'gERQF-LASpT-RESOgT FUNCTIONS OF STUDENT LOAN

MARKETING ASSOCIATION.—Subsection (q) of section 439 of the Act
(20 U.S.C. 1087-2(q)) is amended to read as follows:

“(q) LENDER-OF-LAST-RESORT.—

“(1) ACTION AT REQUEST OF SECRETARY.—(A) Whenever the
Secre determines that eligible borrowers are seeking and
are unable to obtain loans under this part, the Association
or its designated agent shall, not later than 90 days after
the date of enactment of the Student Loan Reform Act of
1993, begin making loans to such eligible borrowers in accord-
ance with this subsection at the request of the Secretary. The
Secretary may request that the Association make loans to
borrowers within a geographic area or for the benefit of students
attending institutions of higher education that certify, in accord-
ance with standards established by the Secretary, that their
students are seeking and unable to obtain loans.

“(B) Loans made pursuant to this subsection shall be insur-
able by the Secretary under section 429 with a certificate
of comprehensive insurance coverage provided for under section
429(b)(1) or by a guaranty agency under paragraph (2)(A) of
this subsection.

“(2) ISSUANCE AND COVERAGE OF LOANS.—(A) Whenever
the Secretary, after consultation with, and with the agreement
of, representatives of the guaranty agency in a State, or an
eligible lender in a State described in section 435(d)}1)D),
determines that a substantial portion of eligible borrowers in
such State or within an area of such State are seeking and
are unable to obtain loans under this part, the Association
or its designated agent shall begin making such loans to borrow-
ers in such State or within an area of such State in accordance
with this subsection at the request of the Secretary.

“(B) Loans made pursuant to this subsection shall be insur-
able by the agency identified in subparagraph (A) having an
agreement pursuant to section 428(b). For loans insured by
such agency, the agency shall provide the Association with
a certificate of comprehensive insurance coverage, if the
Association and the agency have mutually agreed upon a means
to determine that the agency has not already guaranteed a
loan under this part to a student which would cause a subse-
quent loan made by the Association to be in violation of any
provision under this part.

“(3) TERMINATION OF LENDING.—The Association or its des-
ignated agent shall cease making loans under this subsection
at such time as the Secretary determines that the conditions
:zhicl_l tcﬁused the implementation of this subsection have ceased

exist.”,
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SEC. 4042, GUARANTY AGENCY RESERVES.

Section 422 of the Act (20 U.S.C. 1072) is amended by adding
at the end the following new subsection:

“(g) PRESERVATION AND RECOVERY OF GUARANTY AGENCY
RESERVES.— .

“(1) AUTHORITY TO RECOVER FUNDS.—Notwithstanding any
other provision of law, the reserve funds of the guaranty agen-
cies, and any assets purchased with such reserve funds..m:d-
less of who holds or controls the reserves or assets,
conside mdtobethe&mpertyoftheUnitedBtatestobeuud
in the operation of the program authorized by this part or
the program authorized by D of this title. However, the
Smtarymaynotre&lgre e return of all reserve funds of
a guaranty agency to Secre unless the Secretary deter-
mines that such return is in the best interest of the operation
of the program authorized by this part or the program author-
ized by part D of this title, or to ensure the proper maintenance
of 8 agency’s funds or assets or the orderly termination
of the guaranty agency’s operations and the liquidation of its
assets. The reserves shall be maintained by each %mrmty

ilities, as

agency to am expenses and contingent liabiliti
authoﬁzedwtg;ogcmtary, except that—
“(A) the Secretary i

may direct a guaran to
retumtotheSecretaryaportionofitareserv?ﬁiﬁch
theSecretarydetermmesisunnawasaryt.o&a:thepm—
gram expenses and contingent liabilities of guaranty

agency;

m‘&)t.heSecr'et-ary’ mn&directtheguarantyagancy
to require the return, to the guaranty agency or to the
Secretary, of any reserve funds or assets held by, or under
the control of, any other entity, which the Secretary deter-
mines are necessary to pay the program expenses and
contingent liabilities of the guaranty agency, or which are
required for the orderly termination of the guaranty
ngen:,?r's rations and the liquidation of its assets;

C) Secretary may%imt a guaranty agency, or
such agency’s officers or directors, to cease any activities
involving expenditure, use or transfer of the guaranty
agency’s reserve funds or assets which the Secretary deter-
mines i8 a misapplication, misuse, or improper expenditure
of such funds or assets; and

“D) such determination under sub h (A) Regulations.

Rl e develarod thtuagh nesHIstel rullanabiig ad That

are 0] nego!

include procedures for a‘ﬂiniatmtive due process.

“(2) TERMINATION PROVISIONS IN CONTRACTS.—(A) To
ensure that the funds and assets of the ty agency are
preserved, any contract with respect to tﬁ: administration of
a guaranty agency’s reserve funds, or the administration of
any assets purchased or acquired with the reserve funds of
the guaranty agency, that is entered into or extended by the
guaranty agency, or any other party on behalf of or with the
concurrence of manty , after the date of enactment
R e Tl s e aie e

e upon ys notice con
i! the Secretary determines that such mn&a;?mgm
impermissible transfer of the reserve funds or assets, or is
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otherwise inconsistent with the terms or purposes of this sec-

on.

“(B) The Secretary may direct a guaranty agency to suspend
or cease activities under any contract entered into by or on
behalf of such agency after January 1, 1993, if the Secre
determines that the misuse or improper expenditure of
guaranty agency’s funds or assets or such contract provides
unnecessary or improper benefits to such agency’s officers or

IS,

“(3) PENALTIES.—Violation of any direction issued by the
Secretary under this subsection may be subject to the penalties
described in section 490 of this Act.

“(4) AVAILABILITY OF FUNDS.—Any funds that are returned
or otherwise recovered by the Secretary pursuant to this sub-
section shall be available for expenditure for expenses pursuant
to section 458 of this Act.”.

SEC. 4043. TERMS OF LOANS.

(a) AMENDMENT.—Section 428 of the Act (20 U.S.C. 1078) is
amended—

(1) in subsection (bX1XD), by striking “be subject to”
through the semicolon and inserting “be subject to income
contingent repayment in accordance with subsection (m);”; and

(2) in subsection (m)—

(A) by amending paragraph (1) to read as follows:

“(1) AUTHORITY OF SECRETARY TO REQUIRE.—The Secretary
shall uire at least 10 percent of the borrowers who have
defaulted on loans made under this part that are assigned
to the Secretary under subsection (c)8) to repay those loans
under an income contingent repaiment plan, the terms and
conditions of which shall be established by the Secretary and
the same as, or similar to, an income contingent r:f)a'_yment
plan established for purposes of part D of this title.”; and

(B) by striking paragraphs (2), (3), and (4) and insert-
ing the following new paragraph:

“(2) LOANS FOR WHICH INCOME CONTINGENT REPAYMENT
MAY BE REQUIRED.—A loan made under this part may be
required to be repaid under this subsection if the note or
other evidence of the loan has been assigned to the Secretary

ursuant to subsection (c)8).”.
20 USC 1078 ) EFFECTIVE DATE.—The amendments made by this section
note. shall take effect on July 1, 1994.

SEC. 4044. ASSIGNMENT OF LOANS.

Section 428(c)8) of the Act (20 U.S.C. 1078(c)8)) is amended—

(1) in the first sentence, by inserting the subparagraph
designation “(A)” before “If the”;

(2) by striking the second and third sentences; and

(3) by adding at the end the following new subparagraph:

“B) An orderly transition from the Federal Family EKu-
cation Loan Program under this part to the Federal Direct
Student Loan Pro under part D of this title shall be
deemed to be in the Federal fiscal interest, and a guaranty
agency shall promptly assign loans to the Secretary under
this paragraph upon the Secretary’s request.”.



PUBLIC LAW 103-66—AUG. 10, 1993 107 STAT. 359

SEC. 4045. TERMINATION OF GUARANTY AGENCY AGREEMENTS;
ASSUMPTION OF GUARANTY AGENCY FUNCTIONS BY THE
SECRETARY.

Sect%tix)l 428(3::1)1(’10) of the lﬁté 1)8 alt}mended— 20 USC 1078.
in_subparagrap , by inserting “ as appropriate,”
after “the Secretary shall require”;
(2) in subparagraph (D)—
c(hA”J by inserting the clause designation “(i)” before

(B} by striking “Each” and inserting “If the Secretary
is not seeking to terminate the guaranty agency’s agree-
ment under sub%ph (E), or assuming the guaranty

agan%r' s functions r subparagnph (F), ai';
(C) by adding at the end the following new clause:
“(ii) If the Secretar‘i;is seeking to terminate the guaranty
agency’s agree;ent under sub araigjrbaph (E), nilr(?;suming the
guaranty agency’s functions under s ap , & manage-
ment p described in subparagra ﬁ (g) shall include the
means by which the Secretary and the guaranty agency shall
work together to ensure the orderly termination of the oper-
ations, and liquidation of the assets, of the guaranty agency.”;
(3) in subparagraph (E)—

(A) in clause (ii), by striking “or” after the semicolon;

(B) in clause (iii), by striking the period and inserting
a semicolon; and

(C) by adding at the end the following new clauses:

“(iv) the Secre determines that such action is nec-
essary to tﬂ:omt the Federal fiscal interest;

“(w) Secretary determines that such action is nec-
essary to ensure the continued availability of loans to stu-
dent or nt borrowers; or

“(vi) the Secretary determines that such action is nec-
essary to ensure an orderly transition from the loan pro-
grams under this part to the direct student loan programs

under part D of this title.”;
(4) in subparagraph (F)—
(A) in the matter preceding clause (i), by striking
:I-I}Fcept as provided in subparagraph (G), if” anrr inserting
(B) by amending clause (v) to read as follows:
“(v) provide guaranty agency with additional

advance funds in accordance with section 422(c)X7), with
such restrictions on the use of such funds as is determined
appropriate by the Secretary, in order to—

“I) meet the immediate cash needs of the guaranty

agency;
%i) ensure the uninterrupted payment of claims;

or

“(IIT) ensure that the guaranty agency will make
loans as the lender-of-last-resort, in accordance with
subsection (§);”; :
(C) in clause (vi)—

‘(li) by striking “and to avoid” and inserting “to
avoid”;

(ii) by striking the period and inserting a comma
and “and to ensure an orderly transition from the

69-194 O - 94 - 13 : QL. 8 Part 1
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loan programs under this part to the direct student
loan programs under part D of this title.”; and

d(iji) by redesignating such clause as clause (vii);
an

(D) by inserting after clause (v) the following new
clause:

“(vi) use all funds and assets of the guaranty agen
to assist in the activities undertaken in accordance wi
this subparagraph and take appropriate action to require
the return, to the guaranty agency or the Secretary, of
any funds or assets provided by the guaranty agency, under
contract or otherwise, to any person or organization; or”;
(5) by striking subparagraph (G);

(6) by redesignating subparagraphs (H), (I), and (J) as
subp aphs (1), (J), and (K), respectively;

(@) Igy inserting after subparagraph fVI:‘) the following new
subparagraphs:

“{G) Notwithstanding any other provision of Federal or
State law, if the Secretary has terminated or is seeking to
terminate a guaranty agency’s agreement under subparagraph
(E), or has assumed a guaranty agency’s functions under
subparagraph (F)—

“(i) no State court may issue any order affecting the
Secretary’s actions with respect to such guaranty agency;

“(ii) any contract with respect to the administration
of a guaranty agency’s reserve funds, or the administration
of any assets purchased or acquired with the reserve funds
of the guaranty agency, that is entered into or extended
by the guaranty agency, or any other party on behalf
of or with the concurrence of the guarant aﬁ:ﬁ , after
the date of enactment of this subparagra provide
that the contract is terminable by the Secretary upon 30
days notice to the contracting parties if the Secretary
determines that such contract includes an impermissible
transfer of the reserve funds or assets, or is otherwise
inc;nsistent with the terms or purposes of this section;
an

“(iii) no provision of State law shall apply to the actions
of the Secretary in terminating the operations of a guaranty

ncy.

“(H) Notwithstanding any other provision of law, the Sec-
retary’s liability for any outstanding liabilities of a guaranty
agency (other tﬁan outstanding student loan guarantees under
this part), the functions of which the Secretary has assumed,
shall not exceed the fair market value of the reserves of the
guaranty agency, minus any necessary liquidation or other
5 iaiamﬁv?:m“'n; iy (K) (as_ red d b h

in subparagrap as redesignate paragrap)
(5)), by striking alla%egmmng with “i{.st.em, together” through
the period and inserting “system and the progress of the transi-
tion from the loan programs under this part to the direct
student loan programs under part D of this title.”.

SEC. 4046. CONSOLIDATION LOANS.

(a) CosT SAVINGS FROM CONSOLIDATION LOANS.—Section 428C

of the Act (20 U.S.C. 1078-3) is amended—
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(1) in subsection (a) by amending paragraph (3)(A) to read
as follows:

“(3) DEFINITION OF ELIGIBLE BORROWERS.—(A) For the m
pose of this section, the term ‘eligible borrower’ means a bor-
rower who, at t;hatati;a: of application for '?)d consolidation loan
is in repayment s , or in a grace period preceding repay-
ment, or is a delinquent or defaulted borrower who wﬂF reenter
repayment through loan consolidation.”;

él;lin subsection (b)—

(A) in paragraph (1)—

(i) in sugparagraph (AXii), by inserting “with
income-sensitive repayment terms” after “obtain a
consolidation loan”;

(ii) by redesignating subparagraph (E) as subpara-
graph (F); and

(iii) by inserting after subparagraph (D) the follow-
ing new subparagraph:

“E) that the lender shall offer an income-sensitive Regulations.
repayment schedule, established by the lender in accord-
ance with the regulations promulgated by the Secretary,
to the borrower of any consolidation loan made by the
lender on or after July 1, 1994; and”;

(B) in paragraph (4), by amending subparagraph (C)
to read as follows:

“(C)i) provides that periodic installments of principal
need not be paid, but interest shall accrue and be paid
in accordance with clause (ii), during any period for which
the borrower would be eligible for a deferral under section
428(b)(1XM), and that any such period shall not be included
in determining the repayment schedule pursuant to sub-
section (c)(2) of this section; and

“(ii) provides that interest shall accrue and be paid—

“I) by the Secretary, in the case of a consolidation
loan that consolidated only Federal Stafford Loans for
which the student borrower received an interest sub-
sidy under section 428; or

“(II) by the borrower, or capitalized, in the case
of a consolidation loan other than a loan described
in subclause (I);”; and
(C) by adding at the end the following new paragraph:

“(6) DIRECT LOANS.—In the event that a borrower is unable
to obtain a consolidation loan from a lender with an agreement
under subsection (a)(1), or is unable to obtain a consolidation
loan with income-sensitive repayment terms acceptable to the
borrower from such a lender, the Secretary shall offer any
such borrower who applies for it, a direct consolidation loan.
Such direct consolidation loan shall, as requested by the bor-
rower, be repaid either pursuant to income contingent repay-
ment under part D of this title or pursuant to any other
repayment provision under this section. The Secretary shall
not offer such loans if, in the Secre 8 judgment, the Depart-
ment of Education does not have the necessary origination
and aervidnwments in place for such loans.”; an

(3)in su ion (¢)—

(A) in paragraph (1), by amending subparagraphs (B)
and (C) to read as follows:
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“(B) A consolidation loan made before July 1, 1994, shall
bear interest at an annual rate on the unpaid principal balance
of the loan that is equal to the greater of—

“(i) the weighted average of the interest rates on the
loans consolidated, rounded to the nearest whole percent;
or

“(ii) 9 percent.

“(C) A consolidation loan made on or after July 1, 1994,
shall bear interest at an annual rate on the unpaid principal
balance of the loan that is equal to the weighted average
of the interest rates on the loans consolidated, rounded upward
to the nearest whole percent.”;

(B) in paragraph (2)—

(i) in subparagraph (A)—

(I) in the matter preceding clause (i), by strik-
ing “income sensitive repayment schedules. Such
repayment terms” and inserting “income-sensitive
repayment schedules, established by the lender
in accordance with the regulations of the Sec-
retary. Except as required by such income-sen-
sitive repayment schedules, or by the terms of
repayment pursuant to income contingent repay-
ment offered by the Secretary under subsection
(bX5), such repayment terms”;

(II) by redesignating clauses (i), (ii), (iii), (iv),
and (v) as clauses (ii), (ii1), (iv), (v), and (vi), respec-
tively; and

{III) by inserting before clause (ii) (as redesig-
nated by subclause (II)) the following new clause:

“(i) is less than $7,500, then such consolidation loan
shall be repaid in not more than 10 years;”;

(ii) by striking subpara%aph (B); and
(iii) by redesignating subparagraph (C) as subpara-
aph (B); and

%6} in paragraph (3)XB), by inserting “except as
required by the terms of t.?ayment ursuant to income
contingent repayment offered by the Secretary under sub-
section (b)}5),” before “the lender”.

(b) CoHORT DEFAULT RATE CONFORMING AMENDMENTS.—

(1) AMENDMENTS TO DEFINITION.—Section 435(m)(1) of the

Act (20 U.S.C. 1085) is amended—

(A) in subparaﬁraph (A), by insertiélg “(or on the por-
tion of a loan made under section 428C that is used to
repay any such loans)” immediately after “on such loans”;

(B) in aubp;n::graph (C), by inserting “(or on the por-
tion of a loan e under section 428C that is used to
relzlay any such loans)” immediately after “on such loans”;
an

(C) in subparagraph (D)—

(i) by inserting “(or the portion of a loan made
under section 428C that is used to repay a loan made
under such section)” after “section 428A” the first place
it ap(pears; and

ii) by inserting “(lor a loan made under section
428C a portion of which is used to repay a loan made
under such section)” after “section 428A” the second
place it appears.
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(2) CONFORMING AMENDMENT.—Section 428C(a)3)(B)(ii) of
the Act (20 U.S.C. 1078-3(a)(3)(BXii)) is amended by striking
the second sentence.
(c) EFFECTIVE DATE.—The amendments made by this section 20 USC1078-3
shall take effect on July 1, 1994, except that the amendments "°%
made by subsection (a 2)(ﬁ} shall take effect upon enactment.

SEC. 4047. CONSOLIDATION OF PROGRAMS,

(a) IN GENERAL.—Section 428H of the Act (20 U.S.C. 1078-
9) is amended— 20 USC 1078-8.

(1) in the matter d};recedin paragraph (1) of subsection Regulations.
(b), by inserting “(including graduate and professional students
‘?:8 3gﬁned in regulations promulgated by the Secretary)” after

(2) by amending subsection (d) to read as follows:

“(d) LOAN LIMITS.—

“(1) IN GENERAL.—Except as provided in paragraphs (2)
and (3), the annual and aggregate limits for loans under this
section shall be the same as those established under section
428(b)(1), less any amount received by such student pursuant
to the subsidized loan program established under section 428.

“(2) ANNUAL LIMITS FOR INDEPENDENT, GRADUATE, AND
PROFESSIONAL STUDENTS.—The maximum annual amount of
loans under this section an independent student (or a student
whose nts are unable to borrow under section 428B or
the Federal Direct PLUS Loan Program) may borrow in any
academic year or its equivalent or in any period of 7 consecutive
months, whichever is longer, shall be the amount determined
under paragraph (1), plus—

“(A) in the case of such a student attending an eligible
institution who has not completed such student’s first 2
years of undergraduate study—

“(i) $4,000, if such student is enrolled in a program
whose length is at least one academic year in length
(as determined under section 481);

“(ii) $2,500, if such student is enrolled in a program
whose length is less than one academic year, but at
least %4 of such an academic year; and

“(iii) $1,500, if such student is enrolled in a pro-
gram whose length is less than %, but at least %5,
of such an academic year;

“(B) in the case of such a student attending an eligible
institution who has completed the first 2 years of under-
graduate study but who not completed the remainder
of a program of undergraduate study—

“(i) $5,000, if such student is enrolled in a program
whose length is at least one academic year in length
(as determined under section 481);

“(ii) $3,325, if such student is enrolled in a program
whose length is less than one academic year, but at
least %4 of such an academic year; and

“(iii) $1,675, if such student is enrolled in a pro-
gram whose length is less than %5, but at least %,
of such an academic year; and
“C) in the case of such a student who is a graduate

gti Opgoof)essional student attending an eligible institution,
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20 USC 1078-1.

20 USC 1078-8
note.

20 USC 1078-8
note.

Federal
pub].icatlron.

“(3) AGGREGATE LIMITS FOR INDEPENDENT, GRADUATE, AND
PROFESSIONAL STUDENTS.—The maximum gate amount of
loans under this section a student descri in paragraph (2)
may borrow shall be the amount described in paragraph (1),
adjusted to reflect the increased annual limits described in
palt'lag'raph (2), as prescribed by the Secretary by regulation.”;
an

(3) in subsection (e), by adding at the end the following

new Pa:ag{ap :
(5) AMORTIZATION.—The amount of the periodic payment
and the repayment schedule for any loan made pursuant to
this section 1 be established by assuming an interest rate
equal to the applicable rate of interest at the time the repay-
ment of the principal amount of the loan commences. At the
option of the lender, the note or other written evidence of
e loan may require that—
“(A{ the amount of the periodic payment will be
adjusted annually; or
“(B) the period of repayment of principal will be length-
ened or shortened,

in order to reflect adjustments in interest rates occurring as

a consequence of section 427A(c)(4).

“(6) REPAYMENT PERIOD.—For purposes of calculating the
10-year repayment period under section 428(bX1XD), such
period shall commence at the time the first payment of principal
18 due from the borrower.”.

(b) REPEAL.—Section 428A of the Act is repealed.

(c) TErRMS, CONDITIONS AND BENEFITS.—Notwithstanding the
amendments made by this section, with respect to loans provided
under sections 428A and 428H of the Act (as such sections existed
on the date preceding the date of enactment of this Act) the terms,
conditions and benefits applicable to such loans under such sections
shall continue to apply to such loans after the date of enactment
of this Act.

(d) ErfeEcTIVE DATE.—Except as otherwise provided herein,
!:lhei Qagxlnendments made by this section shall take effect on July

Subtitle B—Additional Savings From The
Student Loan Programs

SEC. 4101. REDUCTION OF BORROWER INTEREST RATES.

Section 427A of the Act (20 U.S.C. 1077a) is amended—
(1) in subsection (c)(4), by adding at the end the following
new aubparagrzmlan
“(E) Notwithstanding subparagraphs (A) and (D) for any
loan made pursuant to section 428B for which the first disburse-
ment is made on or after Julﬁ 1, 1994—
“(i) subparagraph (B) shall be applied by substituting
“3.1” for “3.25"; and
“(ii) the interest rate shall not exceed 9 percent.”;
(2) by redes ting subsections (), (g), and (h) as sub-
sections (1), (j), and (k) respectively;
(3) by adding after subsection (e) the following new sub-

sections:
“(f) INTEREST RATES FOR NEW LOANS AFTER JULY 1, 1994 —
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“(1).IN GENERAL.—Notwithstanding subsections (a), (b), (d),
and (e) of this section, with respect to any loan made, insured,
or guaranteed under this (other than a loan made pursuant
to section 428B or 428C) for which the first disbursement
is made on or after July 1, 1994, the applicable rate of interest
shall, during any 12-month period beginning on July 1 and
ending on June 30, be determined on the preceding June 1
and be equal to—

the bond equivalent rate of 91-day Treasury bills

:;uc%ioned at the final auction held prior to such June

; plus

“(B) 3.10 percent,
except that such rate shall not exceed 8.25 percent.

2) CoNSULTATION.—The Secretary shall determine the
applicable rate of interest under paragraph (1) after consulta-
tion with the Secretary of the Treasury and shall }?ublish such
rate in the Federal Register as soon as practicable after the
date of determination.

“(g) IN ScHOOL AND GRACE PERIOD RULES.—

“(1) GENERAL RULE.—Notwithstanding the provisions of
subsection (f), but subject to subsection (h), with respect to
any loan under section 428 or 428H of this part for which
the first disbursement is made on or after July 1, 1995, the
applicable rate of interest for interest which accrues—

“(A) prior to the beginning of the repayment period
of the loan; or
“(B) during the period in which principal need not
be paid (whether or not such principal is in fact paid)
by reason of a provision described in section 428(b)(1)}(M)
or 427(a)(2XC),
shall not exceed the rate determined under paragraph (2).

“(2) RATE DETERMINATION.—For purposes It.)lf‘aﬁaa.mgraph 1),
the rate determined under this paragraph shall, during any
12-month period beginning on July 1 and ending on June
30, be determined on the preceding June 1 and be equal to—

“(A) the bond equivalent rate of 91-day Treasury bills
auctioned at the final auction prior to such June 1; plus
“(B) 2.5 percent,
except that such rate shall not exceed 8.25 percent.

(3) CONSULTATION.—The Secre shall determine the
applicable rate of interest under this subsection after consulta-
tion with the Secretary of the Treasury and shall publish such
rate in the Federal Register as soon as practicable after the
date of determination.

“th) INTEREST RATES FOR NEW LOANS AFTER JULY 1, 1998.—

“(1) IN GENERAL.—Notwithstanding subsections (a), (b), (d),
(e), (D, and (g) of this section, with respect to any loan made,
i or guaranteed under this part (other than a loan
made pursuant to sections 428B and 428C) for which the first
disbursement is made on or after July 1, 1998, the applicable
rate of interest shall, during any 12-month period begin.ni.lég
on July 1 and ending on June 30, be determined on the preced-
ing June 1 and be equal to—

“(A) the bond equivalent rate of the securities with

s.i.l comparable maturity as established by the Secretary;

pius
“(B) 1.0 percent,
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except that such rate shall not exceed 8.25 percent.
“(2) INTEREST RATES FOR NEW PLUS LOANS AFTER JULY
1, 1998.—Notwithstanding subsections (a), (b), (d), (e), (), and
(g) with respect to any loan made under section 428B for
which the first disbursement is made on or after July 1, 1998,
paragraph (1) shall be applied—
“(A) by substituting ‘2.1 percent’ for ‘1.0 percent’ in
subparagraph (B); and
“(B) by substituting ‘9.0 percent’ for ‘8.25 percent’ in
the matter following such subparagra

Federal “3) CONSULTATION.—The Secreta ahall determine the
m&m- applu:able rate of interest under this subsection after consulta-

tion with the Secretary of the Treasury and shall publish such
rate in the Federal Register as soon as practicable after the
date of determination.”.

SEC. 4102. REDUCTION IN LOAN FEES PAID BY STUDENTS.

(a) ORIGINATION FEES.—Section 438 of the Act (20 U.S.C. 1087-
1)is amended—
(1) in the heading of subsection (¢) by inserting “FrRoM
STUDENTS” after “ORIGINATION FEES and

(2) in subsection (c)—
(A) in paragraph (2)—
(i) by striking “428A, 428B, 428C,” and inserting
“428C”; and
(ii) bg striking “5 percent” and inserting “3.0 per-
cent”;
(B) in par graph (6), by striking “5 percent” and insert-
ing “3.0 percen

(b) ORIGINATION FEE; INSURANCE PREMIUM FOR UNSUBSIDIZED
LOANS.—Section 428H of the Act (20 U.S.C. 1078-8) is amended—
(1) in subsection ()—
(A) in the subsection heading, by stnkmg “INSURANCE
PREMIUM” and inserting “ORIGINATION FEE”;
(B) in the heading of paragraph (1), by striking
“/INSURANCE PREMIUM”;
(C)in parag‘raph (1)—
(i) by striking “a combined origination fee and
insurance prermum in the amount of 6.5 percent” and
inserting “an origination fee in the amount of 3.0 per-

cent”; and
(u) by striking the second sentence;
(D) m paragraph (2), by striking “combined fee and

premium” and inserting ongmahon fee”;
(E) in paragraph (3), bz striking “combined ongmatxon
fee and insurance premium” and inserting “origination fee”;
(F) in paragraph (4)—
(i) in the heading, by striking “INSURANCE PRE-
MIUM” and inserting “ORIGINATION FEE”;
(ii) by Btnkmg ‘combined onfma’uon fee and insur-
ance premiums” and msertmg origination fees”; and
(iii) by sl:nkmg “and premiums to pay” and insert-
ing “to pay”; an
(G) in paragraph (5)—
(i) in the heading, by inserting “ORIGINATION FEE
AND” before “INSURANCE”; and
(ii) in the second sentence—
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(I) by striking “6.5 percent insurance pre-
mium” and inserting “combined origination fee
under this subsection and the insurance premium
under subsection (h)”; and

(II) by inserting “origination fee and” before

(2) b ;‘ms fe :l;e end the followi bsection:
v a owing new su -

“( INSURANcgmgn.Em——Eaeh State or nonprofit private
institution or organization having an ment with the Secretary
under section 428(b)1) may charge a E rrower under this section
an insurance premium equal to not more than 1.0 percent of the
¥rmc1pa.l amount of the loan, if such premium not be used
or incentive payments to lenders.”.

(c) INSURANCE PREMIUM.—Section 428(bX1)XH) of the Act (20
U.S.C. 1078(bX1)XH)) is amended by striking “3 percent” and insert-
ing “1.0 percent”.

(d) EFFECTIVE DATE.—The amendments made by this section 20 USC 1078
shall take effect on July 1, 1994, note.

SEC. 4103. LOAN FEES FROM LENDERS.

Section 438 of the Act (20 U.S.C 1087-1) is further amended—

(1) by redesignating subsections (d) and (e) as subsections
(e) and (l{ respectively; and

(2) by inserting after subsection (c) the following new sub-
section:

“(d) LoAN FEES FROM LENDERS.—

“(1) DEDUCTION FROM INTEREST AND SPECIAL ALLOWANCE
SUBSIDIES.—Notwithstanding subsection (b), the Secretary shall
reduce the total amount of interest and special allowance pay-
able under section 428(a)(3XA) and subsection (b) of this section,
respectively, to any holder of a loan by a loan fee in an amount
dete: in accordance with aph (2) of this subsection.
If the total amount of interest and special allowance payable
under section 428(a)}3)XA) and subsection (b) of this section,
respectively, is less than the amount of such loan fee, then
the Secretary shall deduct such excess amount from subsequent
quarters’ &ymenta until the total amount has been deducted.

“2) OUNT OF LOAN FEES.—With respect to any loan
under this part for which the first disbursement was made
onoraﬂ;echtoberl 1993, the amount of the loan fee which
shall be deducted under pmgraph (1) shall be equal to 0.50
percent of the principal amount of the loan.

“(3) DISTRIBUTION OF LOAN FEES.—The Secretary shall
deposit all fees collected pursuant to paragraph (3) into the
insurance fund established in section 431.”.

SEC. 4104. OFFSET FEE.

; Subsechded'%n (hc)l ;i{:g sectéorh 439 gf t%: ;&ﬁt (20 U.8.C. 1087—2(hﬁ)
is amen a at the en ollowing new paragraph:
“(7) OFFSET FEE.—(A) The Association shall pay to the
Secretary, on a monthly basis, an offset fee calculated on an
ualbamsmanamountequaltoﬂao percent of the princi tgﬂ
amount of each loan made, insured or guaranteed under
part that the Association holds (except for loans made pursuant
to sections 428C, 439(0), or ﬁg(&and that was acquired
on or after the date of enactment of paragraph.
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“B) If the Secretary determines that the Association has
substantially failed to comply with subsection (q), subparagraph
(A) shall be applied by substituting ‘1.0 percent’ for ‘0.3 percent’.

“(C) The &mtary shall deposit all fees collected pursuant
:;l% il},m paragraph into the insurance fund established in section

SEC. 4105. ELIMINATION OF TAX EXEMPT FLOOR.

Section 438(b)2)B) of the Act (20 U.S.C. 1087-1(b)2XB)) is
amended by adding at the end the following new clause:

“(iv) Notwithstanding clauses (i) and (ii), the quarterly
rate of the special allowance for holders of loans which are
financed with funds obtained by the holder from the issuance
of obligations originally issued on or after October 1, 1993,
the income from which is excluded from gross income under
the Internal Revenue Code of 1986, shall be the quarterl
rate of the special allowance established under subparafra
(A), (E), or (F), as the case may be. Such rate shall also
apply to holders of loans which were made or purchased with
funds obtained by the holder from collections or default
reimbursements on, or interest or other income pertaining to,
eligible loans made or purchased with funds described in the
preceding sentence of this subparagraph or from income on
the investment of such funds.”.

SEC. 4106. REDUCTION IN INTEREST RATE FOR CONSOLIDATION
LOANS; REBATE FEE.

(a) AMENDMENT.—Section 428C of the Act (20 U.S.C. 1078-
3) is amended by adding at the end the following new subsection:
“(f) INTEREST PAYMENT REBATE FEE.—

“(1) IN GENERAL.—For any month befimﬁng on or after
October 1, 1993, each holder of a consolidation loan under
this section for which the first disbursement was made on
or after October 1, 1993, shall pay to the Secretary, on a
monthly basis and in such manner as the Secretary shall pre-
scribe, a rebate fee calculated on an annual basis equaf to
1.056 f)eroent of the principal plus accrued unpaid interest on
such loan.

“(2) DEPOSIT.—The Secretary shall deposit all fees collected

ursuant to subsection (a) into the insurance fund established
1n section 431.”,
(b) ENFORCEMENT.—Subsection (d) of section 435 of the Act
(20 U.S.%)IOSSE;:I)) is z;mended—a : S ok y
in the matter preceding subparagra 0 agra
(1), by striking “(5)” axfd inserting “( )";iirdp P 9

(2) by adding at the end the following new parafra h:

“(6) REBATE FEE REQUIREMENT.—To be an eligible lender
under this part, an eligible lender shall pay rebate fees in
accordance with section 428C(f).”.

SEC. 4107. REINSURANCE FEES AND ADMINISTRATIVE COST ALLOW-
ANCE.

(a) REINSURANCE FEES.—Section 428(c) of the Act (20 U.S.C.
1078(c)) tsl )ntl)nended— Ay o
y striking paragraph (9); an
(2) by redesignating paragraph (10) as paragraph (9).
(b) ADMINISTRATIVE COST ALLOWANCE.—Section 428(f)(1) of the
Act (20 U.S.C. 1078(f)(1)) is amended—
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(1) in subparagraph (A), by striking “The Secretary” and
inserting “g‘or a ﬁscalp year prior to fiscal year 1994, the Sec-
retary”; an
(2) in subparagraph (B), by inserting “prior to fiscal year
1994” after “a = ﬁsgc;l g'ear”. - R
(c) EFFECTIVE DATE.—The amendments made by this section 20 USC 1078
shall take effect on October 1, 1993. note,

SEC. 4108, RISK SHARING.

(a) GUARANTY AGENCY REINSURANCE PERCENTAGE.—Section
428(c)(1) of the Act (20 U.S.C. 1078(c)(1)) is amended—

(1) in the fourth sentence of subparagraph (A), by striking
“100 percent” and inserting “98 percent”;

(2) in subparagraph (BXi), by striking “90 percent” and
inserting “88 geruent";

(3) 1n subparagraph (BXii), by striking “80 percent” and
inﬂerting “78 percent”; and

(4) by adding at the end the following new sub aphs:

“(E) Notwithstanding any other provisions of this section,
in the case of a loan made pursuant to a lender-of-last-resort
program, the Secretary shall apply the iprovisions of—

“(i) the fourth sentence o subparagraph (A) by
substituting ‘100 percent’ for ‘98 percent’;

“(ii) subparagraph (B)i) by substituting ‘100 percent’
for ‘88 percent’; and

“(i11) subparagraph (B)ii) by substituting ‘100 percent’
for “78 percent’.

“(F) Notwithstanding any other provisions of this section,
in the case of an outstanding loan transferred to a guaranty
agency from another guaranty agency pursuant to a plan
approved by the Secretary in response to the insolvency of
tl!:e latter such guarantee agency, the Secretary shall apply
the provision of—

“(i) the fourth sentence of subparagraph (A) by
substituting ‘100 percent’ for ‘98 percent’,
“(ii) subparagraph (B)(i) by substituting 90 percent’
for ‘88 percent’; and
“(i11) subparagraph (B)ii) by substituting ‘80 percent’
for “78 percent’.”.
(b) RISK SHARING BY THE LOAN HOLDERS.—Section 428(b}1XG)
of the Act (20 U.S.C. 1078(bX1XG)) is amended—
d(1) by striking “100 percent” and inserting “98 percent”;

an
(2) by adding before the semicolon at the end the following:

“, except that such program shall insure 100 percent of the

unpaid prinzr.ggal of loans made with funds advanced pursuant

to section 428(j) or 439(%.

(c) EFFECTIVE DATE.—The amendments made by this section 20 USC 1078
shall apply to any loan for which the first disbursement is made "ot
on or r October 1, 1993.

SEC. 4109. PLUS LOAN DISBURSEMENTS.

(a) MULTIPLE DISBURSEMENT REQUIRED.—The matter 1|.~ureee4:lz.u%
paragraph (1) of section 428B(c) of the Act (20 U.S.C. 1078-2(c)
18 amended by inserting “shall be disbursed in accordance with
the requirements of section 428G and” after “under this section”.

(b) CONFORMING AMENDMENTS.—Section 428G(e) of the Act (20
U.S.C. 1078-7(e) is amended—
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20 USC 1078-2
note.

20 USC 1078
note.

20 USC 1078
note.

(1) in the subsection heading, by striking “PLUS, CONSOLI-
DATION,” and inserting “CONSOLIDATION”; an
o 8((23) by striking “section 428B or 428C” and inserting “section
(¢) EFFECTIVE DATE.—The amendments made by this section
shall be effective with respect to loans for which the first disburse-
ment is made on or after October 1, 1993.

SEC. 4110. SECRETARY’S EQUITABLE SHARE.

(a) AMENDMENT.—Section 428(cX6)XAXii) of the Act (20 U.S.C.
13;8(c)(6)(AJ(ii)) is amended by striking “30 percent” and inserting
e rcent”.

I(’ﬁ) EFFECTIVE DATE.—The amendment made by subsection (a)
shall take effect on October 1, 1993.

SEC. 4111. REDUCTION IN THE SPECIAL ALLOWANCE PAYMENT.

Paragraph (2) of section 438(b) of the Act (20 U.S.C. 1087-
1(bX2)) is amended—
(1) in subparagraph (A)—
(A]dby striking “and (D)” and inserting “(D), (E), and
3y an

(B) by striking “427A(e)” and inserting “427A(f)”; and

(2) adging at the end the following new submrapha:

“(E) In the case of any loan for which the applicable rate
of interest is described in section 427A(gX2), sub aph
(A)(iﬁ)tshall be applied by substituting ‘2.5 percent’ for ‘3.10
percent’.

“(F) Subject to paragraph (4), the special allowance paid
pursuant to this subsection on loans for which the applicable
rate of interest is determined under section 427A(h) shall be
computed (i) by determining the applicable bond equivalent
rate of the security with a comparable maturity, as established
by the Secretary, (ii) by subtracting the applicable interest
rates on such loans from such applicable bond equivalent rate,
(iii) by adding 1.0 percent to resultant percent, and (iv)
by dividing the resultant percent by 4. If such computation
produces a number less than zero, such loans shall be subject
to section 427A(f).”.

SEC. 4112. SUPPLEMENTAL PRECLAIMS ASSISTANCE.

(a) AMENDMENT.—Section 428(1X2) of the Act (20 U.S.C.
1078(1)2)) is amended by striking the second sentence and inserti
the following: “For each loan on which such assistance is perform
and for which a default claim is not presented to the guaranty
agency by the lender on or before the 150th day after the loan
becomes 120 days delinquent, such payment shall be equal to one

rcent of the total of the unpaid principal and the accrued unpaid
interest of the loan.”.

(b) EFFECTIVE DATE.—The amendment made by this section
shall take effect on October 1, 1993.

Subtitle C—Cost Sharing by States

SEC. 4201. COST SHARING BY STATES.

(a) AMENDMENT.—Section 428 of the Act (20 U.S.C. 1078) is
amended by adding at the end the following new subsection:
“(n) STATE SHARE OF DEFAULT COSTS.—
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“(1) IN GENERAL.—In the case of any State in which there
are located any institutions of higher education that have a
cohort default rate that exceeds 20 percent, such State shall
pay to the Secretary an amount equal to—
“(A) the new loan volume attributable to all institutions
in the State for the current fiscal year; multiplied by

_ “(B) the percentage specified in paragraph (2); multi-

lied lg
“(C) the quotient of—
“(i) the sum of the amounts calculated under para-
Eraph (3) for each such institution in the State; divided

“(ii) the total amount of loan volume attributable
to current and former students of institutions located
in that State entering repayment in the period used

@ tlg:EcRalcculate the %uhort default raft.e. b .
o ENTAGE.—For purposes of paragrap! , the
percentage used shall be—
) 12.5 percent for fiscal year 1995;
“(B) 20 percent for fiscal year 1996; and
“(C) 50 percent for fiscal year 1997 and succeeding
years. )

“(3) CALCULATION.—For purposes of paragraph (1XCXi),
the amount shall be determined by calculatingag: each institu-
tion the amount by which—

“(A) the amount of the loans received for attendance

by such institution’s current and former students who (i)

enter repayment during the fiscal year used for the calcula-

tion of the cohort default rate, and (ii) default before the
end of the following fiscal year; exceeds

“B) 20 percent of the loans received for attendance
by all the current and former students who enter repay-
ment during the fiscal year used for the calculation of
the cohort default rate.

“(4) FEE.—A State may charge a fee to an institution of
higher education that participates in the program under this
part and is located in that State according to a fee structure,
approved by the Secretary, that is based on the institution’s
cohort default rate and the State’s risk of loss under this
subsection. Such fee structure shall include a process by which
an institution with a high cohort default rate is exempt from
any fees under this paragraph if such institution demonstrates
to the satisfaction of the State that exceptional mitigating
circumstances, as determined by the State and approved by
the Secretary, contributed to its cohort default rate.”.

(b) EFFECTIVE DATE.—The amendment made by this section 20 USC 1078
shall take effect on October 1, 1994. Nooe.

Subtitle D—Group Health Plans

SEC. 4301. STANDARDS FOR GROUP HEALTH PLAN COVERAGE.

(a) IN GENERAL.—Part 6 of subtitle B of title I of the Employee
Retirement Income Security Act of 1974 (29 U.S.C. 1161 et seq.)
is amended by adding at the end the following new section:
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“ADDITIONAL STANDARDS FOR GROUP HEALTH PLANS

29 USC 1169. “SEC. 609. (a) GRoUP HEALTH PLAN COVERAGE PURSUANT TO
MEDICAL CHILD SUPPORT ORDERS.—

“1) IN GENERAL.—Each group health plan shall provide
benefits in accordance with the l13.(;:;1:olicalzale requirements of any
qualified medical child support order.

“(2) DEFINITIONS.—For purposes of this subsection—

“(A) QUALIFIED MEDICAL CHILD SUPPORT ORDER.—The
term * ified medical child support order’ means a medi-
cal child support order—

“(i) which creates or recognizes the existence of
an alternate recipient’s right to, or assigns to an alter-
nate recipient the right to, receive benefits for which
a participant or beneficiary is eligible under a group
health plan, and

“(i1) with respect to which the requirements of
paraﬁphs (3) and (4) are met.

“(B) MEDICAL CHILD SUPPORT ORDER.—The term ‘medi-
cal child support order’ means any judgment, decree, or
order (including approval of a settlement agreement) issued
by a court of competent jurisdiction which—

“(i) provides for child support with respect to a
child of a participant under a group health plan or
provides for health benefit coverage to such a child,
18 made pursuant to a State domestic relations law
(including a community property law), and relates to
benefits under such falan, or

“(ii) enforces a law relating to medical child sup-
port described in section 1908 of the Social Security
Act (as added by section 13822 of the Omnibus Budget
Reconciliation Act of 1993) with respect to a group
health plan.

“C) TERNATE RECIPIENT.—The term ‘alternate
recipient’ means any child of a participant who is recog-
nized under a medical child support order as having a
right to enrollment under a group Ega]th plan with respect
to such participant.

“(3) INFORMATION TO BE INCLUDED IN QUALIFIED ORDER.—
A medical child support order meets the requirements of this
paragraph only if such order clearly specifies—

“(A) the name and the last known ma.ilinﬁ address
(if any) of the participant and the name and mailing
address of each alternate recipient covered by the order,

“B) a reasonable description of the type of coverage
to be provided by the plan to each such alternate recipient,
or the manner in which such type of coverage is to be
determined,

“(C) the period to which such order applies, and

“(D) each plan to which such order applies.

“(4) RESTRICTION ON NEW TYPES OR FORMS OF BENEFITS.—
A medical child support order meets the requirements of this
paragraph only if such order does not require a plan to provide
an‘ir type or form of benefit, or any option, not otherwise pro-
vided under the plan, except to the extent necessary to meet
the requirements of a law relating to medical child support
described in section 1908 of the Social Security Act (as added
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bglgsechogai n 13822 of the Omnibus Budget Reconciliation Act
o .

“(5) PROCEDURAL REQUIREMENTS.—

“(A) TIMELY NOTIFICATIONS AND DETERMINATIONS.—In
the case of any medical child support order received by
a group health plan—

“(i) the plan administrator shall promptly notify
the participant and each alternate recipient of the
receipt of such order and the plan’s procedures for
determining whether medical d support orders are
qualified medical child support orders, and

“(ii) within a reasonable period after receipt of
such order, the plan administrator shall determine
whether such order is a qualified medical child support
order and notify the participant and each alternate
recipient of such determination.

“(B) ESTABLISHMENT OF PROCEDURES FOR DETERMINING
QUALIFIED STATUS OF ORDERS.—Each group health plan
shall establish reasonable procedures to determine whether
medical child support orders are qualified medical child
support orders and to administer the provision of benefits
under such qualified orders. Such procedures—

“(i) shall be in writing,

“(ii) shall provide for the notification of each person
specified in a medical child support order as eligible
to receive benefits under the plan (at the address
included in the medical child sup;g:rt. order) of such
procedures gromptly upon receipt by the plan of the
medical child support order, and

“(iii) shall permit an alternate recipient to des-
ignate a representative for receipt of copies of notices
that are sent to the alternate recipient with respect
to a medical child support order.

“(6) ACTIONS TAKEN BY FIDUCIARIES.—If a plan fiduciary
acts in accordance with part 4 of this subtitle in treati
a medical child support order as being (or not being) a qualifie
medical child support order, then the plan’s obligation to the
participant and each alternate recipient shall be discharged
to the extent of any payment made pursuant to such act of
the fiduciary.

“(7) TREATMENT OF ALTERNATE RECIPIENTS.—

“(A) TREATMENT AS BENEFICIARY GENERALLY.—A per-
son who is an alternate recipient under a qualified medical
child support order shall be considered a beneficiary under
the plan for purposes of any provision of this Act.

“(B) TREATMENT AS PARTICIPANT FOR PURPOSES OF
REPORTING AND DISCLOSURE REQUIREMENTS,—A person who
is an alternate recipient under any medical child support
order shall be considered a participant under the plan
ﬁ}r pu.rgoses of the reporting and disclosure requirements
O .

“(sliagmzcr PROVISION OF BENEFITS PROVIDED TO ALTER-
NATE RECIPIENTS.—Any payment for benefits made by a group
health plan pursuant to a medical child support order in
reimbursement for expenses tEa;iu:l by an alternate recipient or
an alternate recipient’s custodial parent or legal guardian shall
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be made to the alternate recipient or the alternate recipient’s

custodial parent or legal guardian.

“(b) RIGHTS OF STATES WITH RESPECT TO GROUP HEALTH PLANS
WHERE PARTICIPANTS OR BENEFICIARIES THEREUNDER ARE ELIGIBLE
FOR MEDICAID BENEFITS.—

“(1) COMPLIANCE BY PLANS WITH ASSIGNMENT OF RIGHTS.—
A group health plan shall provide that payment for benefits
with respect to a participant under the plan will be made
in acco ce with any assignment of rights made by or on
behalf of such participant or a beneficiary of the participant
as required by a State plan for medical assistance approved
under title XIX of the Social Security Act pursuant to section
1912(a)}1XA) of such Act (as in effect on the date of the enact-
ment of the Omnibus Budget Reconciliation Act of 1993).

“(2) ENROLLMENT AND PROVISION OF BENEFITS WITHOUT
REGARD TO MEDICAID ELIGIBILITY.—A group health plan shall

rovide that, in enrolling an individual as a participant or
geneﬁciary or in determining or making any payments for
benefits of an individual as a garticipant or beneficiary, the
fact that the individual is eligible for or is provided medical
assistance under a State plan for medical assistance approved
under title XIX of the Social Security Act will not be taken
into account.

“(3) ACQUISITION BY STATES OF RIGHTS OF THIRD PARTIES.—
A group health plan shall provide that, to the extent that
payment has been made under a State plan for medical assist-
ance approved under title XIX of the Social Security Act in
any case in which a group health plan has a legal liability
to make payment for items or services constituting such assist-
ance, payment for benefits under the plan will be made in
accordance with any State law which provides that the State
has acquired the rights with respect to a participant to such

ent for such items or services.

%gnénour HEALTH PLAN COVERAGE OF DEPENDENT CHILDREN
IN CASES OF ADOPTION.—

“(1) COVERAGE EFFECTIVE UPON PLACEMENT FOR ADOP-
TION.—In any case in which a group health plan provides
coverage for dependent children of participants or beneficiaries,
such p shall provide benefits to dependent children placed
with participants or beneficiaries for adoption under the same
terms and conditions as apply in the case of dependent children
who are natural children of &articipants or beneficiaries under
the plan, irrespective of whether the adoption has become final.

“(2) RESTRICTIONS BASED ON PREEXISTING CONDITIONS AT
TIME OF PLACEMENT FOR ADOPTION PROHIBITED.—A up
health plan may not restrict coverage under the plan of any
dependent child adopted by a participant or beneficiary, or
placed with a participant or beneficiary for adoption, solely
on the basis otP a preexisting condition of such child at the
time that such child would otherwise become eligible for cov-
erage under the plan, if the adoption or placement for adoption
occurs while the participant or beneficiary is eligible for cov-
erage under the plan.

“(3) DEFINITIONS.—For purposes of this subsection—

“(A) CHILD.—The term ‘child’ means, in connection with
any adoption, or placement for adoption, of the child, an
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individual who has not attained age 18 as of the date
of such adoption or placement for adoption.

“(B) PLACEMENT FOR ADOPTION.—The term ‘placement’,
or being ‘placed’, for adoption, in connection with any place-
ment for adoption of a child with any person, means the
assumption and retention by such person of a obliga-
tion for total or partial s&:p’Bﬁ:t of such child in antictiﬁat:o

of adoption of such chil child’s placement with such
person terminates upon the termination of such legal
obligation.

“(d) COoNTINUED COVERAGE OF COSTS OF A PEDIATRIC VACCINE
UNDER GROUP HEALTH PLANS,—A group health plan may not reduce
its coveraga of the costs of pediatric vaccines (as defined under
section 1928(h)(6) of the Social Security Act as amended by section
13830 of the Omnibus Budget Reconciliation Act of 1993) below
the coverage it provided as of May 1, 1993.

“(e) REGULATIONS.—Any regulations prescribed under this sec-
tion shall be prescribed by the Secretary of Labor, in consultation
with the Secretary of Health and Human Services.”.

(b) CONFORMING AMENDMENTS TO ERISA To ENSURE COMPLI-
ANCE WITH MEDICARE AND MEDICAID COVERAGE DATA BANK
REQUIREMENTS.—

(1) REPORTS TO DATA BANK.—Section 101 of the Employee
Retirement Income Security Act of 1974 (29 U.S.C. 1021) is
amended—

(A) by redesignating subsection (f) as subsection (g);

(B) by inserting after subsection (e) the following new
subsection:

“(f) INFORMATION NECESSARY To CoMPLY WITH MEDICARE AND
MEDICAID COVERAGE DATA BANK REQUIREMENTS.—

“(1) PROVISION OF INFORMATION BY GROUP HEALTH PLAN
UPON REQUEST OF EMPLOYER,—

“(A) IN GENERAL.—An employer shall comply with the
applicable requirements of section 1144 of the Social Secu-
rity Act (as added by section 13581 of the Omnibus Budget
Racu:plnciliation Act of 1993). hlgglot.?x 1;12::1 requeit of an

employer maintaining a group plan, any plan spon-
sor, l):m administrator, insurer, third-party a i istrator,
or other person who maintains under the plan the informa-
tion necessary to enable the employer to comply with the
applicable requirements of section 1144 of the Social Secu-
rity Act shall, in such form and manner as may be pre-
scribed in regulations of the Secretary (in consultation
with the Secretary of Health and Human Services), provide
such information (not inconsistent with garag‘raph (2))—

“(i) in the case of a request by an employer
described in subparagraph (B) and a plan that is not
a multiemployer plan or a oomgonent of an arrange-
ment described in subparagraph (C), to the Medicare
and Medicaid Coverage Data Bank;

“(ii) in the case of a plan that is a multiemployer
plan or is a component of an arrangement described
in subparagraph (C), to the employer or to such Data
Bank, at the option of the plan; and

“(iii) in any other case, to the employer or to such
Data Bank, at the option of the employer.
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“(B) EMPLOYER DESCRIBED.—An employer is described
in this subparagr:gh for any calendar year if such employer
normally employed fewer than 50 employees on a typical
business day during such calendar year.

“(C) ARRANGEMENT DESCRIBED.—An arrangement
described in this subparagraph is any arrangement in
which two or more employers contribute for the purpose
of providing group health plan coverage for employees.
“(2) INFORMATION NOT REQUIRED TO BE PROVIDED.—Any

plan sponsor, plan administrator, insurer, third-party adminis-
trator, or other person described in paragraph (1XA) (other
than the employer) that maintains the information under the
plan shall not ?rovide to an employer in order to satisfy the
requirements of section 1144 of the Social Security Act, and
shall not provide to the Data Bank under such section, informa-
tion that pertains in any way to—

“(A) the health status of a participant, or of the partici-
pant’s spouse, dependent child, or other beneficiary,

“(B) the cost of coverage provided to any participant
or beneficiary, or

“(C) any limitations on such coverage specific to any

icipant or beneficiary.

3) REGULATIONS.—The Secretary may, in consultation
with the Secretary of Health and Human Services, prescribe
such regulations as are necessary to carry out this subsection.”.
(c) CONFORMING AMENDMENTS.—

(1) CrviL AcTIONS.—Section 502(a) of such Act (29 U.S.C.
1132(a)) is amended—

(A) in paragraph (5), by striking “or” at the end;

(B) in paragraph (6), by striking the period and insert-
ing a semicolon; and

(C) by adding at the end the following new paragraphs:
“(7) by a State to enforce compliance with a qualified medi-

cal child support order (as defined in section 609(a)2)A));
or

“(8) by the Secretary, or by an employer or other person
referred to in section 101(f)(1), (A) to enjoin any act or practice
which violates subsection (f) of section 101, or (B) to obtain
appropriate equitable relief (i) to redress such violation or (ii)
to enforce such subsection.”.

(2) CrviL PENALTY.—Section 502(c) of such Act (29 U.S.C.
1132(c)) is amended by adding at the end the following new
paragraph:

“(4) The Secretary may assess a civil penalty of not more

than $1,000 for each violation by any person of section 101(f)(1).
For purposes of this paragraph, each violation described in subpara-

aph (A) with respect to any single participant, and each violation

scribed in subparagraph (B) with respect to any single participant

or beneficiary, shall be treated as a separate violation. The Sec-
retary and the Secretary of Health and Human Services shall
maintain such ongoing consultation as may be necessary and appro-
priate to coordinate enforcement under this subsection with enforce-
ment under section 1144(c)(8) of the Social Security Act.”.

(3) JurispicTION.—Section 502(e)(1) of such Act (29 U.S.C.
1132(e)1)) is amended—
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(A) in the first sentence, by striking “or fiduciary”
and inserting “fiduciary, or any person referred to in section
101(f)(1)”; and

(B) in the second sentence, by striking “subsection
(a}1XB)” and inserting “paragraphs (1}XB) and (7) of sub-
section (a)”.

(4) EFFECT ON OTHER LAWS.—Section 514 of such Act (29
U.S.C. 1144) is amended—

(A) in subsection (b}7XD), by inserting “, qualified
medical child support orders (within the meaning of section
609(a)(2)(A)), and the provisions of law referred to in section
609(a)(2)(B)(ii) to the extent enforced by qualified medical
child support orders” before the period; and

(B) by striking subsection (b)8) and inserting the fol-

lowing:

“(8) Subsection (a) of this section shall not be construed to
preclude any State cause of action—

“(A) with respect to which the State exercises its acquired
rights under section 609(b)}3) with respect to a group health
plan (as defined in section 607(1)), or

“(B) for recoupment of payment with respect to items or
services pursuant to a State plan for medical assistance
approved under title XIX of the Social Security Act which
would not have been payable if such acquired rights had been
executed before payment with respect to such items or services
by the group health plan.”;

(5) CLERICAL AMENDMENTS,—

(A) The heading for part 6 of subtitle B of title I
of such Act is amended to read as follows:

“PART 6—GROUP HEALTH PLANS".

(B) The table of contents in section 1 of such Act

O T it e T T ) e B

i) by 8 e item rela e heading

for part 6 of subtitle B of title I and inserting the
following:

“PART 6—GROUP HEALTH PLANS";
and
(ii) by inserting after the item relating to section
608 the following new item:

“Sec. 609. Additional standards for group health plans.”.

(d) EFFECTIVE DATE.— 29 USC 1021

(1) IN GENERAL.—The amendments made by this section "ote.
shall take effect on the date of the enactment of this Act.

(2) PLAN AMENDMENTS NOT REQUIRED UNTIL JANUARY 1,
1994.—Any amendment to a plan required to be made by an
amendment made by this section shall not be required to be
1{1&\1%% reit;?re the first plan year beginning on or after January

(A) during the period after the date before the date

of the enactment of this Act and before such first plan

year, the plan is operated in accordance with the require-

ments of the amencg.;lents made by this section, and
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Exports and
imports.

21 USC 46a.

(B) such plan amendment applies retroactively to the
period after the date before the date of the enactment
of this Act and before such first plan year.

A plan shall not be treated as failing to be operated in accord-
ance with the provisions of the plan merely because it operates
in accordance with this paragraph.

Subtitle E—Fee Increase

SEC. 4401. FEE INCREASE,

The Tea Importation Act (21 U.S.C. 41 et seq.) is amended—

(1) by inserting the 4th undesignated paragraph under
the center heading “FOOD AND DRUG ADMINISTRATION” of title
II of the Labor-Federal Security Appropriation Act, 1942 (21
U.S.C. 46a) as a new section 13 of the Tea Importation Act,

d
(2) by amending such new section 13 to read as follows:
“SEC. 13. No tea or merchandise described as tea shall be
examined for importation into the United States, or released by
the Customs Service, under the Tea Importation Act unless the
importer or consignee of such tea or merchandise has paid, before
the examination, a fee in an amount equal to—
“(1) 10 cents for each hundred weight or fraction thereof
of the tea or merchandise; or
“(2) the approximate cost of the examinations;
whichever amount is less. Such fee shall be deposited into the
Treasury of the United States as miscellaneous receipts.”

TITLE V-TRANSPORTATION AND
PUBLIC WORKS PROVISIONS

SEC. 5001. RECREATIONAL USER FEES,

(a) IN GENERAL.—Section 210 of the Flood Control Act of 1968
(16 U.S.C. 460d-3) is amended—
(1) by striking “SEc. 210. No entrance” and inserting the
following:

“SEC. 210. RECREATIONAL USER FEES.

“(a) PROHIBITION ON ADMISSIONS FEES.—No entrance”;

(2) by striking the second sentence; and

(3) by adding at the end the following new subsection:
“(b) FEes FOR USE OF DEVELOPED RECREATION SITES AND

FACILITIES.—

“(1) ESTABLISHMENT AND COLLECTION.—Notwithstanding
section 4(b) of the Land and Water Conservation Fund Act
of 1965 (16 U.S.C. 460]1-6a(b)), the Secretary of the Army is
authorized, subject to parﬁra hs (2) and (3), to establish and
collect fees for the use of developed recreation sites and facili-
ties, including campsites, swimming beaches, and boat launch-
ingo:amps but excluding a site or facility which includes only
a boat launch ramp and a courtesy dock.

“(2) EXEMPTION OF CERTAIN FACILITIES.—The Secretary
shall not establish or collect fees under this subsection for
the use or provision of drinking water, wayside exhibits, roads,
scenic drives, overlook sites, picnic tai:les, toilet facilities, sur-



PUBLIC LAW 103-66—AUG. 10, 1993 107 STAT. 379

face water areas, undeveloped or lightly developed shoreland,
or general visitor information.

“3) PErR VEHICLE LIMIT.—The fee under this subsection
for use of a site or fa(:i.liigl (other than an overnight camping
gite or facility or any other site or facility at which a fee
is charged for use of the site or facility as of the date of
the enactment of this paragraph) for persons entering the site
or facility bg private, noncommercial vehicle transporting not
more than 8 persons (including the driver) shall not exceed
$3 per day per vehicle. Such maximum amount may be adjusted
annually by the Secretary for changes in the Consumer Price
Index of All Urban Consumers published by the Bureau of
Labor Statistics of the Department of Labor.

“(4) DEPOSIT INTO TREASURY ACCOUNT.—AIl fees collected
under this subsection shall be deposited into the Treasury
account for the Corps of Engineers established by section 4(1)
of the Land and Water Conservation Fund Act of 1965 (16
U.S.C. 4601-6a(i)).”.

(b) CONFORMING AMENDMENT FOR CAMPSITES.—Section 4(b) of
the Land and Water Conservation Fund Act of 1965 (16 U.S.C.
4601-6a(b)) is amended by striking the next to the last sentence.

TITLE VI—COMMUNICATIONS LICENS-
ING AND SPECTRUM ALLOCATION IM-
PROVEMENT

SEC. 6001. TRANSFER OF AUCTIONABLE FREQUENCIES.

(a) AMENDMENT.—The National Telecommunications and
Information Administration Organization Act (47 U.S.C. 901 et
seq.) is amended—

(1) by striking the heading of part B and inserting the
following:

“PART C—SPECIAL AND TEMPORARY

PROVISIONS”;
(2) by redesignating sections 131 through 135 as sections
151 through 155, respectively; and 106 Stat. 3540;
(3) by inserting after part A the following new part: e ffi’;}g
106 Stat. 3542.
“PART B—TRANSFER OF AUCTIONABLE :
FREQUENCIES.
“SEC. 111. DEFINITIONS. 47 USC 921.
“As used in this part:

“(1) The term ‘allocation’ means an entry in the National
Table of Frequency Allocations of a given frequency band for
the purpose of its use by one or more radiocommunication
services.

“(2) The term ‘assignment’ means an authorization given
to a station licensee to use specific frequencies or channels.

“3) The term ‘the 1934 Act’ means the Communications
Act of 1934 (47 U.S.C. 151 et seq.).
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47 USC 922

47 USC 923,
Reports.

“SEC. 112. NATIONAL SPECTRUM ALLOCATION PLANNING.

“The Assistant Secretary and the Chairman of the Commission
shall meet, at least biannually, to conduct joint spectrum planning
with respect to the following issues:

“(1) the extent to which licenses for spectrum use can
be issued pursuant to section 309(j) of the 1934 Act to increase
Federal revenues;

“(2) the future spectrum requirements for public and pri-
vate uses, including State and local government public safety
agencies;

“(3) the spectrum allocation actions necessary to accommo-
date those uses; and

“(4) actioll:ia d:mcesaary ctnltgl promote the eftgclilemnt use of the
8 rum, including s management techniques to pro-
mp:g increased ahag.recreuse of the spectrum that dogs not caI:me
harmful interference as a means of increasing commercial
access.

“SEC. 113. IDENTIFICATION OF REALLOCABLE FREQUENCIES.

“(a) IDENTIFICATION REQUIRED.—The Secretary shall, within
18 months after the date of the enactment of the Omnibus Budget
Reconciliation Act of 1993, prepare and submit to the President
and the Congress a report identifying and recommending for
reallocation bands of uencies— -

“(1) that are allocated on a primary basis for Federal
Government use;

“(2) that are not required for the present or identifiable
future needs of the Federal Government;

“(3) that can feasibly be made available, as of the date
of submission of the report or at any time during the next
15 years, for use under the 1934 Act (other than for Federal
Government stations under section 305 of the 1934 Act);

“(4) the transfer of which (from Federal Government use)
will not result in costs to the Federal Government, or losses
of services or benefits to the public, that are excessive in
relation to the benefits to the public that may be provided
by non-Federal licensees; and

“(5) that are most likely to have the atest potential
for productive uses and public benefits under the 1934 Act
if allocated for non-Federal use.

“(b) MINIMUM AMOUNT OF SPECTRUM RECOMMENDED.—

“(1) IN GENERAL.—In accordance with the provisions of
this section, the Secretary shall recommend for reallocation,
for use other than by Federal Government stations under sec-
tion 305 of the 1934 Act (47 U.S.C. 305), bands of frequencies
that in the aggregate span not less than 200 megahertz, that
are located below 5 f‘ ertz, and that meet the criteria speci-
fied in paragraphs (1) through (5) of subsection (a). Such bands
of frequencies ghall include bands of frequencies, located below
3 g lt_atzrtz, that span in the aggregate not less than 100
m ertz.

“(2) MIXED USES PERMITTED TO BE COUNTED.—Bands of
frequencies which a report of the Secre under subsection
(a) or (d)X1) recommends be partially retained for use by Federal
Government stations, but which are also recommended to be
reallocated to be made available under the 1934 Act for use
by non-Federal stations, may be counted toward the minimum
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w required by paragraph (1) of this subsection, except
al

“(A) the bands of frequencies counted under this -
graph may not count toward more than one-half of the
minimums required by paragraph (1) of this subsection;

“(B) a band of ﬁ'et&lenmes may not be counted under
this paragraph unless the assi ts of the band to Fed-
eral Government stations section 305 of the 1934
Act (47 U.S.C. 305) are limited by geog'r:ﬁlnc area, by
time, or by other means so as to guarantee that the poten-
tial use to be made by such Federal Government stations
is substantially less (as measured by geographic area, time,
or otherwise) than the potential use to be made by non-
Federal stations; and

“(C) the operational sharing permitted under this para-
gragl;dshall be subject to the interference regulations pre-
scri by the Commission uant to section 305(a) of
the 1934 Act and to coordination procedures that the
Commission and the Secretary shall jointly establish and
implement to ensure against harmful interference.

“(c) CRITERIA FOR IDENTIFICATION.—

“(1) NEEDS OF THE FEDERAL GOVERNMENT.—In determining
whether a band of frequencies meets the criteria specified in
subsection (a)2), the Secretary shall—

“(A) consider whether the band of frequencies is used
to provide a communications service that is or could be
available from a commercial provider or other vendor;

“(B) seek to promote—

“(i) the maximum practicable reliance on commer-
cially available substitutes;
“(ii) the sharing of frequencies (as permitted under

subsection (b)2));

“(iii) the development and use of new communica-
tions technologies; and

“(i\g the mﬂm‘i ting communications sys-
tems where i e; an

“(C) seek to avoid—

“(i) serious degradation of Federal Government
services and operations;

“(ii) excessive costs to the Federal Government
and users of Federal Government services; and

“(iii) excessive disruption of existing use of Federal

Government frequencies by amateur radio licensees.
“(2) FEASIBILITY OF USE.—In determining whether a fre-

g)uency band meets the criteria specified in subsection (aX3),
e Secretary shall—

“(A) assume that the frequency will be assigned by
the Commission under section 303 of the 1934 Act (47
U.S.C. 303) within 15 years;

“(B) assume reasonable rates of scientific progress and

of demand for telecommunications services;

“(C) seek to include frequencies which can be used
to stimulate the development of new technologies; and

“D) consider the immediate and recurring costs to
reestablish services displaced by the reallocation of spec-
trum.
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“(3) ANALYSIS OF BENEFITS.—In determining whether a
band of frequencies meets the criteria specified in subsection
(a)5), the Secretary shall consider—

“(A) the extent to which equipment is or will be avail-
able that is capable of utilizing the band;

“(B) the proximity of frequencies that are already
assigned for commercial or other non-Federal use;

“(C) the extent to which, in general, commercial users

31‘1111'1 share the frequency with amateur radio licensees;

“(D) the activities of foreign governments in i
frequencies available for experimentation or commerci
assignments in order to support their domestic manufactur-
ers of equipment.

“(4) POWER AGENCY FREQUENCIES.—

“(A) APPLICABILITY OF CRITERIA.—The criteria specified
by subsection (a) shall be deemed not to be met for any
purpose under this part with regard to any frequency
assignment to, or any frequency assignment used by, a
Federal power agency for the purpose of withdrawing that
assignment.

(B) MIXED USE ELIGIBILITY.—The frequencies assigned
to any Federal power agency may only be eligible for mixed
use under subsection (b)2) in fg:ographically separate
areas, but in those cases where a frequency is to be shared
by an affected Federal power agency and a non-Federal
user, such use by the non-Federal user shall not cause
harmful interference to the affected Federal power agency
or adversely affect the reliability of its power system.

“(C) DEFINITION.—As used in this paragraph, the term
‘Federald)ower afency’ means the Tennessee Valley Author-
ity, the Bonneville Power Administration, the Western Area
Power Administration, the Southwestern Power Adminis-
tration, the Southeastern Power Administration, or the
Alaska Power Administration.

“(5) LIMITATION ON REALLOCATION.—None of the fre-
quencies recommended for reallocation in the reports required
by this subsection shall have been recommended, prior to the
date of enactment of the Omnibus Budget Reconciliation Act
of 1993, for reallocation to non-Federal use by international

ment,
“(d) PROCEDURE FOR IDENTIFICATION OF REALLOCABLE BANDS
, OF FREQUENCIES.—
- s “(1) SUBMISSION OF PRELIMINARY IDENTIFICATION TO CON-
Repsres GRESS.—Within 6 months after the date of the enactment of

the Omnibus Budget Reconciliation Act of 1993, the Secre
shall prepare, make publicly available, and submit to the Presi-
dent, the Congress, and the Commission a report which makes
a prelimi identification of reallocable bands of frequencies
which meet the criteria established by this section.

“(2) PuBLIC COMMENT.—The Secretary shall provide
interested persons with the oEEortunity to submit, within 90
days after the date of its publication, written comment on
tll:):l?relimjnary report required by para(graph (1). The Secretary
8 immediately transmit a copy of any such comment to
the Commission.
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“(3) COMMENT AND RECOMMENDATIONS FROM COMMIS-
SION.—The Commission shall, within 90 days after the conclu-
sion of the period for comment provided pursuant to p aph
(2), submit to the Secretary the Commission’s analysis u? such
comments and the Commission’s recommendations for
responses to such comments, together with such other com-
mc_an:: and recommendations as Commission deems appro-
priate.

“(4) DIRECT DISCUSSIONS.—The Secretary shall encourage
and provide opportunifgr for direct discussions among commer-
cial representatives and Federal Government users of the spec-
trum to aid the Secretary in determining which frequencies
to recommend for reallocation. The Secretary shall provide
notice to the public and the Commission of any such discussions,
including the name or names of any businesses or other persons
represented in such discussions. A representative of the
Commission (and of the Secretary at the election of the Sec-
retary) shall be permitted to attend any such discussions. The
Secretary shall provide the public and the Commission with
an opportunity to comment on the results of any such discus-
sions prior to the submission of the final report required by
subsection (a).

“(e) TIMETABLE FOR REALLOCATION AND LIMITATION.—

“(1) TIMETABLE REQUIRED.—The Secretary shall, as part President.
of the reports required by subsections (a) and (d)(1), include
a timetable that recommends effective dates by which the Presi-
dent shall withdraw or limit assignments of the frequencies
specified in such reports.

“(2) EXPEDITED REALLOCATION.—

“(A) REQUIRED REALLOCATION.—The Secretary shall,
as part of the report required by subsection (dX1), specifi-
cally identify and recommend for immediate reallocation
bands of frequencies that in the aggregate span not less
than 50 megahertz, that meet the criteria described in
subsection (a), and that can be made available for
reallocation immediately upon issuance of the report
required by subsection (d)1). Such bands of frequencies
shall include bands of frequencies, located below 3
gigahertz, that in the aggregate span not less than 25
megahertz .

“(B) PERMITTED REALLOCATION.—The Secretary may,
as part of such report, identify and recommend bands of
frequencies for immediate reallocation for a mixed use
pursuant to subsection (b)(2), but such bands of frequencies
may l:“()g ;xlunt toward the minimums required by subpara-

ap i
3) DELAYED EFFECTIVE DATES.—In setti the rec-
ommended delayed effective dates, the Secretary —

“(A) consider the need to reallocate bands of frequencies
as early as possible, taking into account the requirements
of paragraphs (1) and (2) of section 115(b);

“(B) be based on the useful remaining life of equipment
that has been purchased or contracted for to operate on
identified frequencies;

“(C) consider the need to coordinate frequency use with
other nations; and
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“D) take into account the relationship between the
costs to the Federal Government of changing to different
frequencies and the benefits that may be obtained from
commercial and other non-Federal uses of the reassigned
frequencies.

President. “SEC. 114. WITHDRAWAL OR LIMITATION OF ASSIGNMENT TO FED-

47 USC 924,

ERAL GOVERNMENT STATIONS.

“(a) IN GENERAL.—The President shall—

“(1) within 6 months after receipt of a report by the Sec-
retary under subsection (a) or (d)(1) of section 113, withdraw
the assignment to a Federal Government station of any fre-
quency which the report recommends for immediate
reallocation;

“(2) within either such 6-month period, limit the assign-
ment to a Federal Government station of any frequency which
the report recommends be made immediately available for
mixed use under section 113(b)2);

“3) by the delayed effective date recommended by the
Secre under section 113(e) (except as provided in subsection
(b)X4) of this section), withdraw or limit the assignment to
a Federal Government station of any frequency which the report
recommends be reallocated or made available for mixed use
on such delayed effective date;

“(4) assign or reassign other frequencies to Federal Govern-
ment stations as necessary to adjust to such withdrawal or
limitation of assignments; and

“®5) transmit a notice and description to the Commission
and each House of Congress of the actions taken under this
subsection.

“(b) EXCEPTIONS.—

“(1) AUTHORITY TO SUBSTITUTE.—If the President deter-
mines that a circumstance described in paragraph (2) exists,
the President—

“(A) may substitute an alternative frequency or fre-
quencies for the frequency that is subject to such deter-
mination and withdraw (or limit) the assignment of that
(al?em?itive frequency in the manner required by subsection
a); an

“(B) shall submit a statement of the reasons for taking
the action described in subparafraph (A) to the Commis-
sion, Committee on Energy and Commerce of the House
of Representatives, and the Committee on Commerce,
Science, and Transportation of the Senate.

“(2) GROUNDS FOR SUBSTITUTION.—For purposes of para-
graph (1%; the following circumstances are described in this

aragraph:
e p“(A) the reassignment would seriously jeopardize the
national defense interests of the United States;

“(B) the frequency proposed for reassignment is
uniquely suited to meeting important governmental needs;

“(C) the reassignment would seriously jeopardize public
health or safety;

“(D) the reassignment will result in costs to the Federal
Government that are excessive in relation to the benefits
that may be obtained from commercial or other non-Federal

uses of the reassigned frequency; or
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“E) the reassignment will disrupt the existing use
of a Federal Government band of frequencies by amateur
radio licensees.

“(3) CRITERIA FOR SUBSTITUTED FREQUENCIES.—For pur-

es of paragraph (1), a frequency may not be substituted
or a frequency identified and recommended by the report of
the Secretary under section 113(a) unless the substituted fre-
(lnllg(nc)y also meets each of the criteria specified by section

a).

“(4) DELAYS IN IMPLEMENTATION.—If the President deter-
mines that any action cannot be completed by the delayed
effective date recommended by the Secretary pursuant to sec-
tion 113(e), or that such an action by such date would result
in a frequency being unused as a consequence of the Commis-
sion’s plan under section 115 t.he Presldent may—

“(A) withdraw or the assignment to Federal
Government stations on a late:r date that is consistent
with such plan, except that the President shall notify each
committee specified in paragraph (1XB) and the Commis-
gion of the reason that withdrawal or limitation at a later
date is required; or

“(B) substitute alternative frequencies pursuant to the
provisions of this subsection.

“SEC. 115. DISTRIBUTION OF FREQUENCIES BY THE COMMISSION. 47 USC 925.

“(a) ALLOCATION AND ASSIGNMENT OF IMMEDIATELY AVAILABLE Regulations.
FREQUENCIES.—With respect to the frequencies made available for
immediate reallocation pursuant to section 113(e)}2), the Commis-
gion, not later than 18 months after the date of enactment of
the Omnibus Budget Reconciliation Act of 1993, shall issue regula-
tions to allocate such frequencies and shall propose regulations
to assign such frequencies.

“(b) ALLOCATION AND ASSIGNMENT OF REMAINING AVAILABLE
FREQUENCIES.—With respect to the frequencies made available for
reallocation pursuant to section 113(e)(3), the Commission shall,
not later than 1 year after receipt of the report required by section
113(a) prepare, submit to the President and the Congress, and

lement, a plan for the allocation and assignment under the
1934Antof such frequencies. Such plan shall—

“(1) not propose the immediate allocation and assignment
of all such frequencies but, taking into account the timetable
recommended by the Secretary pursuant to section 113(e), shall
propose—

"(AJ gradually to allocate and assign the frequencies
remaining, after the reservation re?;red by
subparagraph (B), over course of 10 years beginning

e date of submission of such plan; and

“(B) to reserve a significant portion of such frequencies
for allocation and assignment beginning after the end of
such 10-year period;

“(2) contain appropriate provisions to ensure—

“(A) the availability of frequencies for new technologies
and services in accorc{ance with the policies of section 7
of the 1934 Act (47 U.S.C. 157);

“B) the availability of frequenmes to stimulate the
development of such technologies; and
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47 USC 926.

President,

47 USC 927,

“(C) the safety of life and property in accordance with

the policies of section 1 of the 1934 Act (47 U.S.C. 151);

“(8) address (A) the feasibility of reallocating portions of
the spectrum from current commercial and other non-Federal
uses to provide for more efficient use of the spectrum, and
(B) innovation and marketplace developments that may affect
the relative efficiencies of different spectrum allocations;

“(4) not prevent the Commission from allocati fre-
quencies, and assigning licenses to use frequencies, not included
in the lan;am;l'ecldeth C from making ch

“5) not preclu e Commission from i anges
to the plan in future proceedings.

“SEC. 116. AUTHORITY TO RECOVER REASSIGNED FREQUENCIES,

“(a) AUTHORITY OF PRESIDENT.—Subsequent to the withdrawal
of assignment to Federal Government stations pursuant to section
114, the President may reclaim reassigned frequencies for reassign-
ment to Federal Government stations in accordance with this sec-
tion.

“(b) PROCEDURE FOR RECLAIMING FREQUENCIES.—

“(1) UNALLOCATED FREQUENCIES.—If the frequencies to be
reclaimed have not been allocated or assigned by the Commis-
sion pursuant to the 1934 Act, the President s follow the
procedures for substitution of frequencies established by section
114(b) of this part.

“(2) ALLOCATED FREQUENCIES.—If the frequencies to be
reclaimed have been allocated or assi b{ the Commission,
the President shall follow the p ures for substitution of
frequencies established by section 114(b) of this part, except
that the statement required by section 114(b 1XB) shall
include—

“(A) a timetable to accommodate an orderly transition
for licensees to obtain new frequencies and equipment nec-
es for its utilization; and

B) an estimate of the cost of displacing spectrum
users licensed by the Commission.

“(c) CosTs OF RECLAIMING FREQUENCIES.—The Federal Govern-
ment shall bear all costs of reclaiming frequencies pursuant to
this section, including the cost of equipment which is rendered
unusable, the cost of relocating operations to a different frequency,
and any other costs that are directly attributable to the recla.imi:;ﬁ
of the ency pursuant to this section, and there are authoriz
to be appropriated such sums as may be necessary to carry out
the p of this section.

“(d) EFFECTIVE DATE OF RECLAIMED FREQUENCIES.—The
Commission shall not withdraw licenses for any reclaimed fre-
quencies until the end of the fiscal year following the fiscal year
in which a statement under section 114(b)1)B) pertaining to such
frequencies is received by the Commission.

“(e) EFFECT ON OTHER LAW.—Nothing in this section shall
be construed to limit or otherwise affect the authority of the Presi-
dent under section 706 of the 1934 Act (47 U.S.C. 606).

“SEC. 117. EXISTING ALLOCATION AND TRANSFER AUTHORITY
RETAINED.,

“(a) ADDITIONAL REALLOCATION.—Nothing in this part prevents
or limits additional reallocation of spectrum from the Federal
Government to other users.
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i “g&smmAm&b; OF NEW TEgatﬁw‘ngms AND SERVICES.—
otwithstanding any other provision of this part—

“(1) the Secretary may, consistent with section 104(e) of
this Act, at any time allow frequencies allocated on a primary
basis for Federal Government use to be used by non-Federal
licensees on a mixed-use basis for the purpose of facilitating
the Fromtl.]‘;t implementation of new technologies or services
and for other purposes; and

“(2) the Commission shall make any allocation and licens-
ing decisions with respect to such frequencies in a timely man-
ner and in no event later than the date required by section
7 of the 1934 Act.”.

(b) CONFORMING AMENDMENT T0 ENSURE COLLECTION OF FCC
FEES.—Section 104 of the National Telecommunications and
Information Administration Organization Act (47 U.S.C. 903) is
amended by adding at the end the followirﬁ%new subsection:

“(e) ProOF OF COMPLIANCE WITH C LICENSING REQUIRE-

“(1) AMENDMENT TO MANUAL REQUIRED.—Within 90 days
after the date of enactment of this subsection, the Secretary
and the NTIA shall amend the spectrum management docu-
ment described in subsection (a) to require that—

“(A) no person or entity (other than an agency or
instrumentality of the United States) shall be permitted,
after 1 year after such date of enactment, to operate a
radio station utilizing a frequency that is authorized for
the use of igovernment stations pursuant to section
103(b)2)A) of this Act for any non-government application
unless such tpermm or entity has submitted to the NTIA
proof, in a form presecri by such manual, that such
person or entity has obtained a license from the Commis-
sion; and

“(B) no person or entity (other than an agency or
instrumentality of the United States) shall be permitted,
after 1 year after such date of enactment, to utilize a
radio station belonging to the United States for any non-
government aptglication unless such person or entity has
submitted to the NTIA proof, in a form prescribed by
such manual, that such person or entity has obtained a
license from the Commission.

“(2) RETENTION OF FORMS.—The NTIA shall maintain on
Ee t.htg.- proofs submitted under paragraph (1), or facsimiles

ereof.

“(8) CERTIFICATION.—Within 1 year after the date of enact-
ment of this subsection, the Secretary and the NTIA shall
certify to the Committee on Ene and Commerce of the
House of Representatives and the Committee on Commerce,
Science, and %ranaportation of the Senate that—

“(A) the amendments required by paragraph (1) have
been accomplished; and

“B) the uirements of subparagraphs (A) and (B)
of such paragraph are being enforced.”.

SEC. 6002, AUTHORITY TO USE COMPETITIVE BIDDING.

(a) USE oF COMPETITIVE BIDDING.—Section 309 of the Commu-
nications Act of 1934 (47 U.S.C. 309) is amended by adding at
the end the following new subsection:
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“(j) UsSE oF COMPETITIVE BIDDING.—

“(1) GENERAL AUTHORITY.—If mutually exclusive applica-
tions are accepted for filing for any initial license or construc-
tion permit which will involve a use of the electromagnetic
spectrum described in paragraph (2), then the Commission
sﬁgll have the authority, subject to paragraph (10), to grant
such license or permit to a qln;a.l.l.ﬁeg applicant through the
use of a system of competitive bidding that meets the require-
ments of this subsection.

“(2) USES TO WHICH BIDDING MAY APPLY.—A use of the
electromagnetic spectrum is described in this paragraph if the
Commission determines that—

“(A) the principal use of such mctrum will involve,
or is reasonably likely to involve, licensee receiving
compensation from subscribers in return for which the
licensee—

“(1) enables those subscribers to receive commu-
nications signals that are transmitted utilizing fre-
quencies on which the licensee is licensed to operate;
or

“(ii) enables those subscribers to transmit directl
communications signals utilizing uencies on whic!
the licensee is licensed to operate; an
“(B) a system of competitive bidding will promote the

objectives described in paragraph (3).

“(3) DESIGN OF SYSTEMS OF COMPETITIVE BIDDING.—For
each class of licenses or permits that the- Commission grants
through the use of a competitive bidding system, the Commis-
sion shall, by regulation, establish a competitive bidding meth-
odology. The Commission shall seek to design and test multiple
alternative methodologies under alzlpropriat.e circumstances. In
identifying classes of licenses and permits to be issued by
competitive bidding, in specifying eligibility and other
characteristics of such licenses and permits, and in designing
the methodologies for use under this subsection, the Commis-
sion shall include safeguards to protect the public interest
in the use of the spectrum and shall seek to promote the
purposes specified in section 1 of this Act and the following
objectives:

“(A) the development and rapid deployment of new
technologies, products, and services for the benefit of the
public, including those residing in rural areas, without
administrative or judicial delays;

“(B) promoting economic opportunity and competition
and ensuring that new and innovative technologies are
readily accessible to the American people by avoiding exces-
sive concentration of licenses and by disseminating licenses
among a wide variety of applicants, including small
businesses, rural telephone companies, and businesses
owned by members of minority groups and women;

“(C) recovery for the public of a portion of the value
of the public spectrum resource made available for commer-
cial use and avoidance of unjust enrichment through the
methods employed to award uses of that resource; and

“(D) efficient and intensive use of the electromagnetic
spectrum.



PUBLIC LAW 103-66—AUG. 10, 1993 107 STAT. 389

“(4) CONTENTS OF REGULATIONS.—In prescribing regula-
tions pursuant to paragraph (3), the Commission shall—

“(A) consider alternative payment schedules and meth-
ods of calculation, including lmtll:.oum or guaranteed
installment payments with or wi t royalty payments,
or other schedules or methods that promote the objectives
described in h (3)B), and combinations of such
schedules and me odg

“(B) include performance requirements, such as appro-
priate deadlines and penalties for performance failures,
to ensure prompt delivery of service to rural areas, to
prevent stockpiling or warehousing of spectrum by licensees

rrm:ttees and to promote investment in and rapid
dep oyment of new technologies and services;

“C) consistent with the public interest, convenience,
and necessity, the purposes of this Act, and the characteris-
tics of the proposed service, prescribe area designations
and bandwidth assignments ‘that promote (i) an equitable
distribution of licenses and services among geographic
areas, (ii) economic opportunity for a wide variety of
applicants, including small businesses, rural telephone
companies, and businesses owned by members of minority
groups and women, and (iii) investment in and rapid
deployment of new technclogies and services;

“D) ensure that small businesses, rural telephone
companies, and businesses owned by members of minority
groups and women are given the opportunity to participate
in the provision of spectrum-based services, and, for such
purposes, consider the use of tax certificates, bidding pref-
erences, and other procedures; and

“(E) require such transfer disclosures and
antitrafficking restrictions and payment schedules as may
be necessary to prevent unjust enrichment as a result
of the methods employed to issue licenses and permits.
“(5) BIDDER AND LICENSEE QUALIFICATION.—No person shall

be permitted to participate in a system of competitive bidding
pursuant to this subsection unless such bidder submits such
information and assurances as the Commission may require
to demonstrate that such bidder’s application is acceptable for
filing. No license shall be gra.ntedp to an applicant selected
pursuant to this subsection unless the Commission determines
that the applicant is qualified pursuant to subsection (a) and
?lectim}bsed 308(b) andh (331)0& Cocgaistent with tl);e objectives Regulations.

escribed in paragra , the Commission shall, by regulation,
prescribe expedited I;)n-oceduma: consistent with 1;113r procedures
authorized by subsection (i)(2) for the resolution of any substan-
tial and material issues of fact concerning qualifications.

“(6) RULES OF CONSTRUCTION.—Nothing in this subsection,

or in the use of competitive bidding, shall—

“(A) alter sE:ctrum allocation criteria and procedures
established by other provisions of this Act;

“(B) limit or otherwise affect the requirements of sub-
section (h) of this section, section 301, 304, 307, 310, or
706, or any other provision of this Act (other than sub-
sections (d)}(2) and (e) of this section);
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“C) diminish the authority of the Commission under
the other ugeroviaions of this Act to regulate or reclaim

nses;

“(D) be construed to convey any rights, including any

tion of renewal of a license, that differ from the
ights that apply to other licenses within the same service
that were not i1ssued pursuant to this subsection;

“(E) be construed to relieve the Commission of the
obligation in the public interest to continue to use engineer-
ing solutions, negotiation, threshold qualifications, service
reg{llationa, and ];)ther I::ﬁnl: in order to avoid mutual
exclusivity in application icensing proceedings;

“(F)tge construed to pro 'bitu:ge Commission from
issuing nationwide, regional, or local licenses or permits;

“(&) be construed to prevent the Commission from
awarding licenses to those persons who make significant
contributions to the development of a new telecommuni-
cations service or technology; or

“(H) be construed to relieve any applicant for a license
or permit of the obligation to pay charges imposed pursuant
to section 8 of this Act.

“(7) CONSIDERATION OF REVENUES IN PUBLIC INTEREST

DETERMINATIONS,—

“(A) CONSIDERATION PROHIBITED.—In making a deci-
sion pursuant to section 303(c) to assign a band of fre-
quencies to a use for which licenses or permits will be
issued pursuant to this subsection, and in prescribing regu-
lations pursuant to parag:igh (4XC) of this subsection,
the Commission may not a finding of public interest,
convenience, and necessity on the ex tion of Federal
revenues from the use of a system of competitive bidding
under this subsection.

“(B) CONSIDERATION LIMITED.—In ggacribing regula-
tions pursuant to para%r:slzh (4)(A) of this subsection, the
Commission may not a finding of public interest,
convenience, and necessity solely or predominantly on the
expectation of Federal revenues from the use of a system
of competitive bidding under this subsection.

“(Bf CONSIDERATION OF DEMAND FOR SPECTRUM NOT
AFFECTED.—Nothing in this paragraph shall be construed
to prevent the Commission from continuing to consider
consumer demand for spectrum-based services.

“(8) TREATMENT OF REVENUES.—

“(A) GENERAL RULE.—Except as provided in subgam-
graph (B), all proceeds from the use of a competitive bidding
gystem under this subsection shall be deposited in the

asury in accordance with chapter 33 of title 31, United
State;ade.

“B) RETENTION OF REVEmms.—Notwithstandm%'
subparagraph (A), the salaries and expenses account o
the Commission shall retain as an offsetting collection such
sums as may be necessa?v from such proceeds for the
costs of developing and implementing the program required
by this subsection. Such offsetting collections shall be avail-
able for obligation subject to the terms and conditions
of the receiving appropriations account, and shall be depos-
ited in such accounts on a quarterly basis. Any funds
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ta]g)r;:)r:ghnaltgega tf"o ﬂt.ine Commissi c;'n for ﬁsca]llcgem 1994

or the purpose of assigning licenses using

random selection under subsection (i) shall be used by
the Commission to implement this subsection.

“9) USE OF FORMER GOVERNMENT SPECTRUM.—The
Commission shall, not later than 5 years after the date of
enactment of this subsection, issue licenses and permits pursu-
ant to this subsection for the use of bands of frequencies that—

P “(A) in the aggregate span not less than 10 megahertz;

“(B) have been reassigned from Government use pursu-
ant to part B of the National Telecommunications and
Information Administration Organization Act.

“(10) AUTHORITY CONTINGENT ON AVAILABILITY OF ADDI-
TIONAL SPECTRUM.—

“(A) INITIAL CONDITIONS.—The Commission’s authorit;
to issue licenses or permits under this subsection sha.ﬁ
not take effect unless—

“(i) the Secretary of Commerce has submitted to
the Commission the report required by section
113(dX1) of the National Telecommunications and
Information Administration Organization Act;

“(ii) such report recommends for immediate
reallocation bands of frequencies that, in the aggregate,
span not less than 50 megahertz;

“(ii) such bands of frequencies meet the criteria
required b‘y section 113(a) of such Act; and

“(iv) the Commission has completed the rule-

required by section 332(c)X1)(D) of this Act.

“B) UBSEQUENT CONDITIONS.—The Commission’s
authority to issue licenses or permits under this subsection
on and after 2 years after the date of the enactment of
this subsection cease to be effective if—

“(i) the Secretary of Commerce has failed to submit
the report required by section 113(a) of the National
Telecommunic:ct'i;ona and Information Administration

tion

“(ii) the Pli_eg;g;nt has failed to wr;tr{lcll)raw and hn#t
assignments o uencies as requi y paragraphs
(1) and (2) of section 114(a) of such Act;

“(iii) the Commission has failed to issue the regula-
tions required by section 115(a) of such Act;

“(iv) the Commission has failed to complete and
submit to Congress, not later than 18 months after
the date of enactment of this subsection, a study of
current and future spectrum needs of State and local
government public safety agencies through the year
2010, and a specific plan to ensure that adequate fre-
quencies are made available to public safety licensees;

or
“(v) the Commission has failed under section
332(cX3) to grant or deny within the time required
by such section any petition that a State has filed
within 90 days after the date of enactment of this
subsection;
until such failure has been corrected.

69-194 O - 94 - 14 : QL. 3 Part 1
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“(11) TERMINATION.—The authority of the Commission to
grant a license or permit under this subsection shall expire
September 30, 1998.

“(12) EVALUATION.—Not later than September 30, 1997,
the Commission shall conduct a public inquiry and submit
to the Co ss a report—

“(A) containing a statement of the revenues obtained,
and a projection of the future revenues, from the use of
competitive bidding systems under this subsection;

(B) describing the methodologies established by the

Commission pursuant to paragraphs (3) and (4);

“(C) comparing the relative advantages and disadvan-
tages of such methodologies in terms of attaining the objec-
tives described in such paragraphs;

“(D) evaluating whether and to what extent—

“(i) competitive bidding significantly improved the
efficiency and effectiveness of the process for granting
radio spectrum licenses;

“(i1) competitive bidding facilitated the introduction
of new spectrum-based ologies and the ent.r{( of
new companies into the telecommunications market;

“iii) competitive bidding methodologies have
secured prompt delivery of service to rural areas and
have adeﬂuately addressed the needs of rural spectrum
users; an

“(iv) small businesses, rural telephone companies,
and businesses owned by members of minority t_ﬁtmpa
and women were able to participate successfully in
%E)mmpetitive :l):x?gmg procti:s; and -

recommending any statutory changes that are
needed to improve the competitive bidding process.”.
(b) CONFORMING AMENDMENTS.—

(1) LIMITATIONS ON LOTTERIES.—Section 309 of the Commu-
nications Act of 1934 (47 U.S.C. 309) is further amended—

(A) by striking subsection (iX1) and inserting the fol-

wing:
“(i) RANDOM SELECTION.—
“(1) GENERAL AUTHORITY.—If—

“(A) there is more than one aﬂrlieation for any initial
license or construction permit which will involve a use
of the electromagnetic spectrum; and

“(B) the Commission has determined that the use is
not described in subsection (GI2)A);

then the Commission shall have the authority to grant such
license or tpermit to a qualified applicant through the use of
a system of random selection.”; and

(B) in paragraph (4), by adding at the end the following

new subpar: h:

ph:
“(C) Not later than 180 days after the date of enactment of

this subparagraph, the Commission shall prescribe such transfer
disclosures and antitrafficking restrictions and payment schedules

as are necessary to prevent the unjust enrichment of recipients
of licenses or permits as a result of the methods employed to
issue licenses under this subsection.”.

(2) REGULATORY TREATMENT TO ENHANCE AUCTION VALUE
OF SPECTRUM LICENSES.—
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(A) AMENDMENT.—Section 332 of the Communications

Act of 1934 (47 U.S.C. 332) is amended—
(i) by striking “PRIVATE LAND” from the heading
of the section;
(ii) by striking “land” each place it appears in
subsections (a) and (b); and
(iii) by striking subsection (c) and inserting the
following:
“(c) REGULATORY TREATMENT OF MOBILE SERVICES.—

“(1) COMMON CARRIER TREATMENT OF COMMERCIAL MOBILE
SERVICES.—(A) A person engaged in the provision of a service
that is a commercial mobile service shall, insofar as such person
is so engaged, be treated as a common carrier for purposes
of this Act, except for such provisions of title II as the Commis-
sion may specify by regulation as inapplicable to that service
or person. In prescribing or amending any such regulation,
the Commission may not specify any provision of section 201,
202, or 208, and may specify any other provision only if the
Commission determines mb—

“i) enforcement of such provision is not necessary in
order to ensure that the charges, practices, classifications,
or regulations for or in connection with that service are
just and reasonable and are not unjustly or unreasonably
discriminatory;

“(ii) enforcement of such provision is not necessary
for the protection of consumers; and

“(i11) specifying such provision is consistent with the

lﬁb)ﬁ%immt' bl t of idi

pon reasonable request of any person providing
commercial mobile service, the Commission sgea]l order a com-
mon carrier to establish physical connections with such service
pursuant to the provisions of section 201 of this Act. Except
to the extent that the Commission is required to respond to
such a request, this subpar ph shall not be construed as
a limitation or expansion of the Commission’s authority to
order interconnection pursuant to this

“C) The Commission shall review competitive market
conditions with respect to commercial mobile services and shall
include in its annual report an analysis of those conditions.
Such analysis shall include an identification of the number
of competitors in various commercial mobile services, an analy-
sis of whether or not there is effective competition, an analysis
of whether any of such competitors have a dominant share
of the market for such services, and a statement of whether
additional providers or classes of providers in those services
would be ly to enhance competition. As a part of making
a determination with respect to the public interest under
subparagraph (A)iii), the Commission s consider whether
the proposed reﬁlftion (or amendment thereof) will promote
competitive market conditions, including the extent to which
such regulation (or amendment) will enhance competition
amunﬁepruviders of commercial mobile services. If the Commis-
sion determines that such regulation (or amendment) will
promote competition among providers of commercial mobile
services, such determination may be the basis for a Commission
fintgmg that such regulation (or amendment) is in the public
interest.
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“D) The Commission shall, not later than 180 days after
the date of enactment of this subparagraph, complete a rule-
making required to implement this paragraph with res;
to the licensing of personal communications services, including

ing any determinations required by subparagraph (C).

“(2) NON-COMMON CARRIER TREATMENT OF PRIVATE MOBILE
SERVICES.—A person engaged in the provision of a service that
is a private mobile service shall not, insofar as such person
is so engaged, be treated as a common carrier for any purpose
under this Act. A common carrier (other than a n that
was treated as a provider of a private land mobile service
prior to the enactment of the Omnibus Budget Reconciliation
Act of 1993) shall not provide any dispa service on any
frequency allocated for common carrier service, except to the
extent such dispatch service is provided on stations licensed
in the domestic public land mobile radio service before January
1, 1982. The Commission may by regulation terminate, in whole
or in part, the prohibition contained in the preceding sentence
if the Commission determines that such termination will serve
the public interest.

“(3) STATE PREEMPTION.—(A) Notwithstanding sections 2(b)
and 221(b), no State or local government shall have any author-
ity to regulate the entry of or the rates charged by any commer-
cial mobile service or any private mobile service, except that
this paragraph shall not prohibit a State from regulating the
other terms and conditions of commercial mobile services. Noth-
ing in this subparagraph shall exempt providers of commercial
mobile services (where such services are a substitute for land
line telephone exchange service for a substantial portion of
the communications within such State) from requirements
imposed by a State commission on all providers of telecommuni-
cations services necessary to ensure the universal availability
of telecommunications service at affordable rates. Notwith-
standing the first sentence of this subparagraph, a State may
Petition the Commission for authority to n‘a:gu.late the rates
or any commercial mobile service and the Commission shall
grant such petition if such State demonstrates that—

“(i) market conditions with respect to such services
fail to protect subscribers adequately from unjust and
unreasonable rates or rates that are unjustly or unreason-
ably discriminatory; or

“(ii) such market conditions exist and such service
is a re‘gzcement for land line telephone exchange service
for a substantial portion of the telephone land line exchange
service within such State.

The Commission shall provide reasonable opportunity for mlic
comment in response to such petition, and within 9
months after the date of its submission, grant or deny such
petition. If the Commission grants such petition, the Commis-
sion shall authorize the State to exercise under State law
such authority over rates, for such periods of time, as the
Commission deems necessary to ensure that such rates are
just and reasonable and not unjustly or unreasonably discrimi-

natory.

l?'B)_ If a State has in effect on June 1, 1993, any regulation
conce the rates for any commercial mobile service offered
in such State on such date, such State may, no later than
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1 year after the date of enactment of the Omnibus Budget
Reconciliation Act of 1993, petition the Commission requesting
that the State be authorized to continue exercising authorit,y
over such ratast.iolf a State ﬁtv!n“th:utacg a pest‘igon, the Shta(ti )s
existing regulation shall, no ding paragra k
remain in effect until the Commission completes a.l.lpaction
(including any reconsideration) on such petition. The Commis-
sion review such petition in accordance with the proce-
dures established in such subparagraph, shall complete all
action (including any reconsideration) within 12 months after
such petition is filed, and shall t such patition if the
State satisfies the showing ired under sub h (AXi)
or (A)Gii). If the Commission grants such petitio e Commis-
sion shall authorize the State to exercise un State law
such authoriieovar rates, for such period of time, as the
Commission ms necessary to ensure that such rates are
just and reasonable and not unjustly or unreasonably discrimi-
natory. After a reasonable period of time, as determined by
the &mnuw ion, has elapsed from the issuance of an order
under subparagraph (A) or this sub ph, any interested
party may petition the Commission for an order that the exer-
cise of authority by a State pursuant to such subparagraph
is no longer necessary to ensure that the rates for commercial
mobile services are just and reasonable and not unjustly or
unreasonably discriminatory. The Commission shall vide
reasonable opmu.n.ity for public comment in response to such
petition, and , within 9 months after the date of its submis-
sion, t or deny such petition in whole or in part.

4) REGULATORY TREATMENT OF COMMUNICATIONS SAT-
ELLITE CORPORATION.—Nothing in this subsection shall be con-
strued to alter or affect the mgulatg;ﬁltreatment uired by
title IV of the Communications Satellite Act of 1962 of the
corporation authorized by title III of such Act.

“(5) SPACE SEGMENT CAPACITY.—Nothing in this section
shall prohibit the Commission from continuing to determine
whether the provision of space nt capacity by satellite
systems to providers of comme mobile services shall be
treated as common carriage.

“(6) FOREIGN OWNERSHIP.—The Commission, upon a peti-
tion for waiver filed within 6 months after the date of enactment
of the Omnibus Budget Reconciliation Act of 1993, waive
the application of section 310(b) to any foreign ownership that
la existed before May 24, 1993, of any provider of a
private land mobile service that will be treated as a common
carrier as a result of the enactment of the Omnibus Budget
Reconciliation Act of 1993, but only upon the following condi-
tio .

“(A) The extent of foreign ownership interest shall
gzt 1]:;9 éncreased above the extent which existed on May
“B) Such waiver shall not permit the subsequent
transfer of ownership to any other person in violation of
section 310(b).
“(d) DEFINITIONS.—For purposes of this section—
“(1) the term ‘commercial mobile service’ means any mobile Regulations.
service (as defined in section 3(n)) that is provided for profit
and makes interconnected service available (A) to the public
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or (B) to such classes of eligible users as to be effectively
available to a substantial portion of the public, as specified
by regulation by the Commission;

%(2) the term ‘interconnected service’ means service that
is interconnected with the public switched network (as such
terms are defined by regulation by the Commission) or service
for which a uest for interconnection is pending pursuant
to subsection (c)(1X(B); and

“3) the term ‘private mobile service’ means any mobile
service (as defined in section 3(n)) that is not a commercial
mobile service or the functional equivalent of a commercial
mobile service, as specified by regulation by the Commission.”.

(B) ADDITIONAL CONFORMING AMENDMENTS.—(i) Sec-

tion 2(b) of the Communications Act of 1934 (47 U.S.C.

152(b)) is amended by inserting “and section 332, after

“inclusive,”.

(ii) Section 3 of the Communications Act of 1934 (47

U.8.C. 153) is amended—

(I) in subsection (n) by inserting “(1)” after “and
includes”, and by inserting before the period at the
end the following: “, (2) a mobile service which provides
a regularly interacting groug of base, mobile, portable,
and associated control and relay stations (whether
licensed on an individual, cooperative, or multiple
basis) for private one-way or two-way land mobile radio
communications by eligible users over designated areas
of operation, and (3) any service for which a license
is rﬁu.ired in a personal communications service estab-
lished pursuant to the proceeding entitled ‘Amendment
to the Commission’s Rules to Establish New Personal
Communications Services’ (GEN Docket No. 90-314;
ET Docket No. 92-100), or any successor proceeding”;

and
(II) by striking subsection (gg).
(¢) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in paragraph (2), the
amendments made by this section are effective on the date
of enactment of this Act.

(2) EFFECTIVE DATES OF MOBILE SERVICE AMENDMENTS.—
The amendments made by subsection (b)(2) shall be effective
on the date of enactment of this Act, except that—

(A) section 332(cX3XA) of the Communications Act of

1934, as amended by such subsection, shall take effect

1 year after such date of enactment; and

(B) any private land mobile service provided by any
person before such date of enactment, and any ing

service utilizi fmT':encies allocated as of January 1, 1993,

for private land mobile services, shall, except for purposes

of section 332(c)(6) of such Act, be treated as a private
mobile service until 3 years after such date of enactment.
(d) DEADLINES FOR COMMISSION ACTION.—

(1) GENERAL RULEMAKING.—The Federal Communications
Commission shall prescribe regulations to implement section
309(j) of the Communications Act of 1934 (as added by this
mtmn) within 210 days after the date of enactment of this

'(2) PCS ORDERS AND LICENSING.—The Commission shall—
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(A) within 180 days after such date of enactment,
issue a final report and order (i) in the matter entitled
“Redevelopment of S to Encourage Innovation in
the Use of New Telecommunications Technologies” (ET
Docket No. 92-9); and (ii) in the matter entitled “Amend-
ment of the Commission’s Rules to Establish New Personal
Communications Services” (GEN Docket No. 90-314; ET
Docket No. 92-100); and

(B) within 270 days after such date of enactment
commence issuing licenses and permits in the personal
communications service.

(3) TRANSITIONAL RULEMAKING FOR MOBILE SERVICE PROVID-
ERS.—Within 1 year after the date of enactment of this Act,
the Federal Communications Commission—

(A) shall issue such modifications or terminations of
the regulations applicable (before the date of enactment
of this Act) to private land mobile services as are nece
to implement the amendments made by subsection (b)(2§;

(S) in the regulations that will, after such date of
enactment, apply to a service that was a private land
mobile service and that becomes a commercial mobile serv-
ice (as a consequence of such amendments), shall make
such other modifications or terminations as may be nec-
essary and practical to assure that licensees in such service
are subjected to technical requirements that are com-
parable to the technical requirements that apply to licens-
ees that are providers of substantially similar common
carrier services;

(C) shall issue such other regulations as are neces
to ‘ilmplement the amendments made by subsection (b)(2;;

an

(D) shall include, in such regulations, modifications,
and terminations, such provisions as are necessary to pro-
vide for an orderly transition.

(e) SPECIAL RULE.—' Federal Communications Commission
shall not issue any license or permit pursuant to section 309(i)
of the Communications Act of 1934 (47 U.S.C. 309(i)) after the
date of enactment of this Act unless—

(1) the Commission has made the determination required
by paragraph (1XB) of such section (as added by this section);
or

(2) one or more applications for such license were accepted
for filing by the Commission before July 26, 1993.

SEC. 8003. ADDITIONAL COMMUNICATIONS FEES.

(a) REGULATORY FEES.— :

(1) AMENDMENT.—Title I of the Communications Act
1934 is amended by inserting after section 8 the following
new section:

“SEC. 9. REGULATORY FEES.

“(a) GENERAL AUTHORITY.—The Commission, in accordance
with this section, shall assess and collect regulatory fees to recover
the costs of the following regulatory activities of the Commission:
enforcement activities, policy and rulemaking activities, user
information services, and international activities.

“(b) ESTABLISHMENT AND ADJUSTMENT OF REGULATORY FEES.—

47 USC 332 note.

47 USC 309 note.

47 USC 159.
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“(1) IN GENERAL.—The fees assessed under subsection (a)

“(A) be derived by determining the full-time equivalent
number of employees performing the activities ibed
in subsection (a) within the Private Radio Bureau, Mass
Media Bureau, Common Carrier Bureau, and other offices
of the Commission, adjusted to take into account factors
that are reasonably related to the benefits provided to
the payor of the fee by the Commission’s activities, includ-
ing such factors as service area coverage, shared use versus
exclusive use, and other factors that the Commission deter-
mines are necessary in the public interest;

“(B) be established at amounts that will result in collec-
tion, during each fiscal year, of an amount that can reason-
ably be expected to the amount appropriated for
such fiscal year for performance of the activities
described in subsection (a); and

“C) until adjusted or amended by the Commission
pursuant to paragraph (2) or (3), be the fees established
by the Schedule of Regulatory Fees in subsection (g).

"&) MANDATORY ADJUSTMENT OF SCHEDULE.—For any fiscal
year after fiscal year 1994, the Commission shall, by rule,
revise the Sched‘ule of Regulatory Fees by proportionate
increases or decreases to reflect, in accordance with paragraph
(1XB), changes in the amount appropriated for the performance
of the activities described in subsection (a) for such fiscal year.
Such proportionate increases or decreases shall—

“(A) be adjusted to reflect, within the overall amounts
described in appropriations Acts under the authority of
paragraph (1XA), unexpected increases or decreases in the
?umberdof licensees or units subject to payment of such

ees; an

“(B) be established at amounts that will result in collec-
&o; of an aggrega;elyarl?:unt of fees t}:,ursuant ttlge this section

can reasona expected equal aggregate
amount of fees that are required to be collected by appro-
priations Acts pursuant to p;mmph (1XB).
Increases or decreases in fees by adjustments pursuant
to this paragraph shall not be subject to judicial review. In
making adjustments pursuant to this paragraph the Commis-
sion may round such fees to the nearest $5 in the case of
fees under $1,000, or to the nearest $25 in the case of fees
of $1,000 or more.

23) PERMITTED Amn%—ltgeaggiﬁoq to the a ‘mg
ments required par i mmission :
regulation, amanbs' theagrc'll:edu]e of Regulatory Fees if the
tCoommislsion &ettehx;mmes that the Stghedule ml?l(lim)(;) n:lnendment

comply wi requirements of paragra . In making
such Emendments, the Commission aha’il add, delete, or
reclassify services in the Schedule to reflect additions, deletions,
orcha;mgainﬁemlgumofitssgrﬁmuamuqqmo&nf
Commission emaking roceedmis or changes in law.
Increases or decreases in fel:as made by amendments pursuant
to this ph shall not be subject to judicial review.

“(4) NOTICE TO CONGRESS.—The Commission shall—
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“(A) transmit to the Congress notification of any adjust-
ment made pursuant to paragraph (2) immediately upon
the adoption of such adjustment; and

“B) transmit to the Congress notification of any
amendment made pursuant to paragraph (3) not later than
90 days before the effective date of such amendment.

“(c) ENFORCEMENT.—
“(1) PENALTIES FOR LATE PAYMENT.—The Commission shall
prescribe by regulation an additional which shall be

assessed as a penalty for late ent of fees required by

subsection (a) of this section. S penalty shall be 25 percent

of the amount of the fee which was not paid in a timely
manner.

“(2) DISMISSAL OF APPLICATIONS FOR FILINGS.—The
Commission may dismiss any application or other filing for
failure to pay in a timely manner any fee or penalty under
this section.

“(3) REVOCATIONS.—In addition to or in lieu of the penalties
and dismissals authorized by paragraphs (1) and (2), the
Commission may revoke any instrument of authorization held
by any entity that has failed to make payment of a regulatory
fee assessed pursuant to this section. Such revocation action
may be taken by the Commission after notice of the Commis-
gion’s intent to take such action is sent to the licensee by
registered mail, return receipt requested, at the licensee’s last
known address. The notice will provide the licensee at least
30 days to either pay the fee or show cause why the fee
does not apply to the licensee or should otherwise be waived
or payment deferred. A hearing is not required under this
subsection unless the licensee’s response presents a substantial
and material question of fact. In any case where a hearing
is conducted pursuant to this section, the hearing shall be
based on written evidence only, and the burden of proceedin
with the introduction of evidence and the burden of proof s
be on the licensee. Unless the licensee substantially prevails
in the hearing, the Commission may assess the licensee for
the costs of such hearing. Any Commission order adopted pursu-
ant to this subsection determine the amount due, if any,
and provide the licensee with at least 30 days to pay that
amount or have its authorization revoked. No order of revoca-
tion under this ion final until the licensee
has exhausted its right to judicial review of such order under
section 402(b)(5) of this title.

“(d) WAIVER, REDUCTION, AND DEFERMENT.—The Commission
may waive, reduce, or defer payment of a fee in any specific instance
for good cause shown, where such action would promote the public
interest.

“(e) DEPOSIT OF COLLECTIONS.—Moneys received from fees
established under this section shall be deposited as an offsetting
collection in, and credited to, the account providing appropriations
to ca.rg out the functions of the Commission.

“(f) REGULATIONS,—

“(1) IN GENERAL.—The Commission shall prescribe appro-
priate rules and re tions to carry out the provisions of
this section. Such rules and regulations shall permit payment
by installments in the case of fees in large amounts, and
in the case of fees in small amounts, shall require the payment
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of the fee in advance for a number of years not to exceed

the term of the license held by th gnyo

“(g) SCHEDULE.—Until amended the Commission pursuant
to subsection (b), the Schedule of Re atory Fees which the Federal
Communications Commission , subject to subsection (a}2),
assess and collect shall be as follows:

“SCHEDULE OF REGULATORY FEES

Annual -
Bureau/Category UIEW%

Private Radio Bureau
usive use services (per license)
Land Mobile (above 470 MHz, Base Station and SMRS) (47

-3

ClassDDa ime |

Construction
TV (47 C.F.R. Part 73)
VHF Commercial
Markets 1 thru 10
Markets 11 thru 25

Markets 26 thru 50
Markets 51 thru 100
ining Mark

-

-

ok
e s CnoobO 0D

-

55 B3888% 333382 288 =mEsE

3
-
8
FEELD
g
”lﬁﬂ‘ﬂgp

Low Power TV, TV Transisior, and TV Booster (47 C.F.R. Part
Broadcast Auxiliary (47 C.F.R. Part 74)

International (HF) Broadcast (47 C.F.R. Part 73) .....cccccuuccnnirenusnens 200
Cable Antenna Relay Service (47 C.F.R. Part 78) 220
Cn’fbalo Television System (per 1,000 lnbam'herl) (47 CF.R. Part

) 370

Common Carrier Bureau
Radio Facilities
Cellular Radio (per 1,000 subscribers) (47 C.F.R. Part 22) .. 60
Personal Communications (per 1,000 subscribers) (47 C.F. R) .. 60
SpamStaﬁon(peropenﬁmalstahonmmmhmnnusorh)

(47 C.F.R. Part 25) 65,000
SpaoeSi.at.mn (per system in low-earth orbit) (47 C.F.R. Part S0
Puhlu: Mobile (per 1,000 subscribers) (47 C.FR. Part 22) ........... 60
Domestic Public Fixed (per call ) (47 C.F.R. Part 21) ..... 55

o
=3

International Public Fixed ( sign) (47 C.F.R. Part 23) ..
Earth St.nhons (47 C.F.R. 25)
VSA uivalent C-Band antennas (per 100 antannns)
Mobnleuta teaarﬂ:mhnnl(per 100 antennas) ..
Earth station antennas
Less than 9 meters (per 100 antennas)
9 Meters or more

=1

[-;]
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“SCHEDULE OF REGULATORY FEES—Continued

Bureau/Category Annual Reg-

Transmit/Receive and Transmit Only (per meter) ................
Receive only (per meter)
cal?tl:rﬂEuhange Carrier (per 1,000 ubseribed lines)
- arrier (per 1,000 pres access lines) ......
Local Exchange Carrier (per 1,000 access lines) ..........c.ccccsusvec
Competitive access provider (per 1,000 subscribers) ..........cocerusmsreens
International circuits (per 100 active 64KB circuit or equivalent) .

222 22

“(h) EXCEPTIONS.—The charges established under this section
shall not be applicable to (1) governmental entities or nonprofit
entities; or (2) to amateur radio operator licenses under part 97
of the Commission’s regulations (47 C.F.R. Part 97).

“(i) ACCOUNTING SYSTEM.—The Commission shall develop
accounting systems nece to making the adjustments authorized
by subsection (b)3). In Commission’s annual report, the
C‘t’)mmission shall prepare an analysis of its progress in developing
such systems and shall afford interested persons the opportunity
to submit comments concerning the allocation of the costs of
performing the functions described in subsection (a) among the
services in the Schedule.”.

(2) CONFORMING AMENDMENTS.—Section 8 of the Commu-
nications Act of 1934 (47 U.S.C. 158) is amended—
(A) by striking the heading of such section and insert-
ing “APPLICATION FEES”;

(B) bg striking “cfmr”ges” each place it appears and
i ing “application fees”;

(C) by striking “charge” each place it appears in sub-
section (¢) and inserting “ag&lication fee”;

(D) by striking out “Schedule of Charges” each place
it 'gppears and inserting “Schedule of Application Fees”;
an

(E) in the schedule contained in subsection (g)—

(i) by striking “SCHEDULE OF CHARGES” and insert-
ing “(Sc):HbEDULE k?rl: APCE;JIJGATION g‘més”; Py
ii striking “ " and “Charges” ea
they apgear a.ng m::grtinf “application fee” pand
“Application fees”, re ively; andp
(iii) by striking “CHARGES” and inserting “APPLICA-

TION FEES".

(b) Ust oF REGULATORY FEES.—Section 6 of the Communica-
tions Act of 1934 (47 U.S.C. 156) is amended by adding at the
end the following new subsection:

“(d) Of the sum appropriated in any fiscal gea.r under this
section, a portion, in an amount determined under section 9(b),
shall be derived from fees authorized by section 9.”.

TITLE VII-NUCLEAR REGULATORY
COMMISSION PROVISIONS

SEC. 7001. NUCLEAR REGULATORY COMMISSION ANNUAL CHARGES.

Section 6101(aX3) of the Omnibus Budget Reconciliation Act
of 1990 (42 U.S.C. 2214(a)3)) is amended by striking “September
30, 1995” and inserting “September 30, 1998”.
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46 USC app. 121.

46 USC app. 121
note.

TITLE VIII—PATENT AND TRADEMARK
' FEES

SEC. 8001. PATENT AND TRADEMARK FEES,

Section 10101 of the Omnibus Budget Reconciliation Act of
1990 (35 U.S.C. 41 note) is amended—
(1) in subsection (a) by striking “1995” and inserting “1998”;
(2) in subsection (bX2) by striking “1995” and inserting
“1998”; and
(3) in subsection (c)—
(A) by striking “through 1995” and inserting “through
1998”; and
(B) by adding at the end the following:
“(6) $111,000,000 in fiscal year 1996.
“(7) $115,000,000 in fiscal year 1997.
“(8) $119,000,000 in fiscal year 1998.”.

TITLE IX—MERCHANT MARINE
PROVISIONS

SEC. 8001, EXTENSION OF VESSEL TONNAGE DUTIES,

(a) EXTENSION OF DUTIES.—Section 36 of the Act of August
5, 1909 (36 Stat. 111; 46 A{,p. U.S.C. 121), is amended by—

(1) striking “and 1995,” each place it appears and inserting

“199(5,)1996, 1997,15233,”; E . 2

iking “ ,” and inserting “place;”; an
(8) striking Eport, not, however, to include vessels in dis-
tress or not enf:ﬁed in trade” and inserting rt. However,
neither dutgvr ?le be imposed on vessels in distress or not

e in trade”.

(b) CONFORMING AMENDMENT.—The Act of March 8, 1910 (36
Stat. 234; 46 App. U.S.C. 132), is amended by striking “and 1995,”
and inserting “1995, 1996, 1997, and 1998,”.

(c) TECHNICAL CORRECTION.—

(1) CorrRECTION.—Section 10402(a) of the Omnibus Budget
il:.econ_ci]it;.i:i‘u‘:uill'n1 tﬁct of 1390 (104 Sht.:xt 1388-398) is amended

y striking e second paragraph”.
(2) EFFECTIVE DATE.—The amendment made by paragraph

(1) shall be effective on and after November 5, 1990.

TITLE X—NATURAL RESOURCE
PROVISIONS

Subtitle A—Recreation Use Fees

SEC. 10001. ADMISSION FEES.

(a) ADDITIONAL AREAS.—(1) The first sentence of section 4(a)
of the Land and Water Conservation Fund Act of 1965 (16 U.S.C.
4601—6a(a)) is amended by inserting after “National Park System”
the phrase “or National Conservation Areas” and by inserting after
“National Recreation Areas” the following “, National Monuments,
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National Volcanic Monuments, National Scenic Areas, and no more
than 21 areas of concentrated public use”.

(2) Section 4(a) of the d and Water Conservation Fund
Act of 1965 (16 U.S.C. 4601-6a(a)) is amended by inserting the
following after the first sentence: “For purposes of this subsection,
the term ‘area of concentrated public use’ means an area that
is managed primarily for outdoor recreation 8, contains at
least one major recreation attraction, where facilities and services
necessary to accommodate heavy public use are provided, and public
access to the area is provided in such a manner that admission
fees can be efficiently collected at one or more centralized locations.”.

(b) GOLDEN AGE PASSPORT.—The second sentence of section
4(a)4) of the Land and Water Conservation Fund Act of 1965
(16 U.S.C. 4601-6a(a)(4)) is amended by striking “without charge,”
and inserting in lieu thereof “for a one-time charge of $10,”.

SEC. 10002. RECREATION USER FEES.

(a) IN GENERAL.—(1) The first sentence of section 4(b) of the
Land and Water Conservation Fund Act of 1965 (16 U.S.C. 4601-
6a(b)) is amended by atrikinf out “toilet facilities, picnic tables,
or boat ramps” and all that follows down thro the end of the
sentence and inserting in lieu thereof: “or toilet facilities, nor shall
there be any such clﬁzfe solelgor the use of picnic tables: Provided,
That in no event s there be a charge for the use of any camp-
ground not having a majority of the following: tent or trailer spaces,

icnic tables, drinking water, access road, refuse containers, toilet

cilities, personal collection of the fee by an employee or agent
of the Federal agency operntintg the facility, reasonable visitor
protection, and simple devices for containing a campfire (where
campfires are permitted). For the purposes of this s ion, the
term ‘specialized outdoor recreation sites’ includes, but is not limited
to, campﬂ-gmitdt.;, swimming sites, boat launch facilities, and man-
aged ots.”.

(2) Sectslon 4(b) of the Land and Water Conservation Fund
Act of 1965 (16 U.S.C. 4601-6a(b)) is amended by striking the
second sentence.

(b) Costs OF COLLECTION.—Section 4(i)1) of the Land and
Water Conservation Fund Act of 1965 (16 U.S.C. 4601-6a(i)) is
amended by inserting “(A)” after “(1)” and by adding the following
at the end of paragraph (1):

“(B) Notwithstanding subparagraph (A), in any fiscal year, the
Secreha.?r of iculture and the Secretary of the Interior ma
withhold from the special account established under subparagra
(A) such portion of all receipts collected from fees imposed under
this section in such fiscal year as the Secretary of Agriculture
or the Secretary of the Interior, as appropriate, determines to
be equal to the fee collection costs for that fiscal year: Provided
That such costs shall not exceed 15 percent of all receipts collected
from fees imposed under this section in that year. The
amounts so withheld shall be retained by the Secretary of Agri-
culture or the Secretary of the Interior, as appropriate, and shall
be available, without further appropriation, for expenditure by the

concerned to cover fee collection costs in that fiscal year.
The Secretary concerned shall deposit into the special account estab-
lished pursuant to subparagraph (A) any amounts so retained which
remain unexpended and unobligated at the end of the fiscal year.
For the purposes of this subparagraph, for any fiscal year, the
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term ‘fee collection costs’ means those costs for personnel and infra-
structure directly associated with the collection of fees imposed
under this section.”.

(c) CoMMERCIAL TouR USE FEES—Section 4 of the Land and
Water Conservation Fund Act of 1965 (16 U.S.C. 4601-6a) is
amended by adding the following new subsection at the end thereof:

“mn)1) In the case of each unit of the National Park System
for which an admission fee is charged under this section, the Sec-
retary of the Interior shall establish, by October 1, 1993, a commer-
cial tour use fee to be imposed on each vehicle entering the unit
for the purpose of providing commercial tour services within the
unit. Fee revenue derived from such commercial tour use fees
shall b?.;:lepoaited into the special account established under sub-
section (1).

“(2) The Secretary shall establish the amount of fee per entry
as follows:

. “(A) $25 per vehicle with a passenger capacity of 25 persons
or less

“B) $50 per vehicle with a passenger capacity of more
than 25 persons.

“(8) The Secretary may periodically make reasonable adjust-
ments to the commercial tour use fee imposed under this subsection.

“(4) The commercial tour use fee imposed under this subsection
shall not apply to either of the following:

“( fAn vehicle transporting organized school groups or
outin%a conducted for educational purposes by schools or other
bona fide educational institutions.

“B) Any vehicle entering a K:trk system unit pursuant
to a contract issued under the of October 9, 1965 (16
U.S.C. 20-20g) entitled ‘An Act relating to the establishment
of concession policies in the areas administered by the National
Park Service and for other purposes.’.

“(5)X(A) The provisions of this subsection shall apply to aircraft
entering the airspace of units of the National Park System identified
in section 2(b) and section 3 of Public Law 100-91 for the specific
purpose of providing commercial tour services within the airspace
of such units.

“(B) The provisions of this subsection shall also n:f;%y to aircraft
entering the airspace of other units of the Natio ark System
for the specific purpose of providing commercial tour services if
the Secretary determines that the level of such services is elgual
to or greater than the level at those units of the National Park
System speci in subparagraph (A).”.

(d) NON-FEDERAL GOLDEN EAGLE PASSPORT SALES.—Section
4(a)(1XA) of the Land and Water Conservation Fund Act of 1965
(16 U.S.C. 4601-6a(a)(1XA)) is amended by inserting “(i)” after
“(A)” and by adding at the end thereof the following new clause:

“@i) The Secretary of the Interior and the Secretary of i-
culture may authorize businesses, non&roﬁt. entities, and other
organizations to sell and collect fees for the Golden Eagle Passport
subject to such terms and conditions as the Secretaries may jointly
prescribe. The Secretaries shall develop detailed gl'u.idelines for pro-
motional advertising of non-Federal (Eolden Eagle Passport sales
and shall monitor mm;l)lliance with such guidelines. The ﬁrsﬁaﬁes
may authorize the sellers to withhold amounts up to, but not
exceeding 8 percent of the gross fees collected from the sale of
such passports as reimbursement for actual expenses of the sales.
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Receipts from such non-Federal sales of the Golden Eagle Passport
shall be deposited into the special account established in subsection
(i), to be allocated between the Secretary of the Interior and the
Secretary of Agriculture in the same ratio as receipts from admis-
sion into Federal fee areas administered by the Secretary of Agri-
E:u)ltnra and the Secretary of the Interior pursuant to subsection
a). .

(e) CONFORMING AMENDMENT.—Section 4(a)(1XA) of the Land
and Water Conservation Fund Act of 1965 (16 U.S.C. 4601-
6a(a)(1XA)) is amended by striking the third sentence in its entirety
and inserting in lieu thereof “The annual permit shall be valid
for a period of 12 months from the date the annual fee is paid.”.

SEC. 10003. COMMUNICATION SITE FEES.

Notwithstanding any other provision of law, for fiscal year
1994, the Secre of Agriculture and the Secretary of the Interior
shall assess and collect annual charges for the utilization of existing
radio, television, and commercial telephone transmission commu-
nication sites located on Federal lands administered by the Forest
Service and the Bureau of Land ment at a level 10 percent
above the fee assessed and collected during fiscal year 1993. For
a site located after the enactment of this Act, the charges for
fiscal year 1994 shall be equal in amount to the charges assessed
for a comparable new site located before the enactment of this
Act, plus 10 percent.

Subtitle B—Hardrock Mining Claim
Maintenance Fee

SEC. 10101. FEE. 30 USC 28f.

(a) CLAIM MAINTENANCE FEE.—The holder of each unpatented
mining claim, mill or tunnel site located pursuant to the Mining
Laws of the United States, whether located before or after the
enactment of this Act, sht:licgay to the Secretary of the Interior,
on or before August 31 of year, for years 1994 through 1998,
a claim maintenance fee of $100 per claim. Such claim maintenance
fee shall be in lieu of the assessment work requirement contained
in the Mining Law of 1872 (30 U.S.C. 28-28e) and the related
filing regi:aments contained in section 314 (a) and (c¢) of the
Fejder:ll{ . d Policy and Management Act of 1976 (43 U.S.C. 1744

a) and (c)).

(b) TIME OF PAYMENT.—The claim maintenance fee E:yable

ursuant to subsection (a) for any assessment year shall paid
Ral‘ore the commencement of the assessment year, except that for
the initial assessment year in which the location is made, the
locator shall pay the claim maintenance fee at the time the location
notice is recorded with the Bureau of Land Management. The
location fee imposed under section 10102 shall be payable not
later than 90 days after the date of location.

(c) O1L SHALE CLAIMS SUBJECT TO CLAIM MAINTENANCE FEES
UNDER ENERGY PoLICY ACT OF 1992.—This section shall not apply
to any oil shale claims for which a fee is required to be paid
under section 2511(e)2) of the Energy Policy Act of 1992 (Public
Law 102—486; 106 Stat. 3111; 30 U.S.C. 242).

(d) WAIVER—(1) The claim maintenance fee required under
this section may be waived for a claimant who certifies in writing
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30 USC 28g.

30 USC 28h.

30 USC 28i.

30 USC 28j.

to the Secretary that on the date the payment was due, the claimant

and all related parties—

(A) held not more than 10 mining claims, mill sites, or
tunnel sites, or any combination thereof, on public lands; and

(B) have performed assessment work required under the
Mining Law oﬁB?Z (30 U.S.C. 28-28e) to maintain the mining
claims held by the claimant and such related parties for the
assessment year ending on noon of September 1 of the calendar
year in which payment of the claim maintenance fee was due.
(2) For Yaurposes of paragraph (1), with respect to any claimant,

the term “related party” means—

(A) the spouse and dependent children (as defined in section
153 of the Internal Revenue Code of 1986), of the claimant;
an

(B) a person who controls, is controlled by, or is under
common control with the claimant.

For purposes of this section, the term control includes actual control,

leg‘af control, and the power to exercise control, through or by

common directors, officers, stockholders, a voting trust, or a holding
company or investment company, or any other means.

SEC. 10102. LOCATION FEE.

Notwithstanding any other provision of law, for every
unpatented mining claim, mill or tunnel site located after the
date of enactment of this subtitle and before September 30, 1998,
pursuant to the Mining Laws of the United States, the locator
shall, at the time the location notice is recorded with the Bureau
of Land Management, pair to the Secretary of the Interior a location
fee, in addition to the claim maintenance fee required by section
10101, of $25.00 per claim.

SEC. 10103, CO-OWNERSHIP,

The co-ownership provisions of the Mining Law of 1872 (30
U.S.C. 28) shall remain in effect, except that in alzlplying such
provisions, the annual claim maintenance fee required under this
Act shall, where applicable, replace applicable assessment require-
ments and expenditures.

SEC. 10104. FAILURE TO PAY.

Failure to tE‘ay the claim maintenance fee or the location fee
as required by this subtitle shall conclusively constitute a forfeiture
of the unpatented mining claim, mill or tunnel site by the claimant
and the claim shall be deemed null and void by operation of law.

SEC. 10105. OTHER REQUIREMENTS,

(a) FEDERAL LAND POLICY AND MANAGEMENT ACT REQUIRE-
MENTS.—Nothing in this subtitle shall or modify the require-
ments of section 314(b) of the Federal Land Policy and Management
Act of 1976 (43 U.S.C. 1744(b)), or the requirements of section
314(c) of the Federal Land Policy and M nt Act of 1976
(43 U.S.C. 1744(c)) related to filings required by section 314(b),
and such requirements shall remain in effect with respect to claims
and mill or tunnel sites for which fees are required to be paici
under this section.

(b) REVISED STATUTES SECTION 2324.—The third sentence of
section 2324 of the Revised Statutes (30 U.S.C. 28) is amended
by inserting after “On each claim located after the tenth day of

ay, eighteen hundred and seventy-two,” the following: “that is



PUBLIC LAW 103-66—AUG. 10, 1993 107 STAT. 407

ﬁr;;ted a waiver under section 10101 of the Omnibus Budget
nciliation Act of 1993,”,

(c) FEE ADJUSTMENTS.—(1) The Secretary of the Interior shall
adjust the fees required by this subtitle to reflect changes in the
Consumer Price Index mo hed by the Bureau of Labor Statistics
of the Department of r every b years after the date of the
enactment of this Act, or more frequently if the Secretary deter-
mines an adjustment to be reasonable.

(2) The Secrelm;-yhl:ha]] provide claimants notice of any adjust-
ment made under this subsection not later than July 1 of any
year in which the adjustment is made.

(3) A fee adjustment under this subsection shall begin to apply
the first assessment year which begins after adjustment is made.

SEC. 10108. REGULATIONS. 30 USC 28k.

The Secretary of the Interior shali promulgate rules and r:Fu]a-
tions to carry out the terms and conditions of this subtitle as
soon as practicable after the date of the enactment of this subtitle.

Subtitle C—Mineral Receipts

SEC. 10201. AMENDMENT TO THE MINERAL LEASING ACT.

Section 35 of the Mineral Leasing Act (30 U.S.C. 191) is
amended as follows:
(1) Delete the last sentence and redesignate the remaining
as subsection (a).
(2) Amend subsection (a) by inserting “and, subject to the
grovisions of subsection (b),” between the words “United
tates;” and “50 per centum”.
(3) Add a new subsection (b) as follows:
“bX1) In ca]culati.ntgmthe amount to be paid to States during Inter-
fiscal year under this section or under any other provision Egm‘i'g;e“m’
:tl']{aw requiring payment to a State of any revenues derived from g
the leasing of any onshore lands or interest in land owned by
the United States for the production of the same types of minerals
leasable under this Act or of geothermal steam, 50 percent of
the lportion of the enacted appmsﬁﬂtiﬂn of the Department of
the Interior and any other agency during the preceding fiscal year
allocable to the administration of all laws providing for the leasi:ﬁ
of any onshore lands or interest in land owned by the Uni
States for the production of the same types of minerals leasable
under this Act or of geothermal steam, and to enforcement of
such laws, shall be deducted from the receipts derived under those
laws in approximate e(gial amounts each month (subject to para-
gaph (4)5| prior to the division and distribution of such receipts
tween the States and the United States.
“(2) The proportion of the deduction provided in paragraph
(1) allocable to each State shall be determined by dividing
monies disbursed to the State during the preceding fiscal year
derived from onshore mineral leasing referred to in ph
(1) in that Stamcl;ir the total money disbursed to States during
%asa o i year from such onshore mineral leasing in
“(3) In the event the deduction apportioned to any State under
this subsection exceeds 50 percent of I‘.m Secretary of the Interior’s
estimate of the amounts attributable to onshore mineral leasing
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5 USC 8340 note.

referred to in paragraph (1) within that State during the Yreeedmg
fiscal year, the deduction from receipts received from leases in
that State shall be limited to such estimated amounts and the
total amount to be deducted from such onshore mineral leasing
receipts shall be reduced aceordmglg
4) If the amount otherwise deductible under this subsection

in any month from the portion of reoeigta to be distributed to
a State exceeds the amount payable to the State during that month,
any amount exceeding the amount anable shall be carried forward
and deducted from amounts payable to the State in subsequent
months. If any amount remains to be carried forward at the end
of the fiscal year, such amount shall not be deducted from any
disbursements in any su uent fiscal year.

“(5) All deductions to made pursuant to this subsection
shall be made }.n full during the fiscal year in which such deductions
were in x

SEC. 10202, CONFORMING AMENDMENTS.

(a) MINERAL LEASING ACT FOR ACQUIRED LANDS.—Section 6(a)
of the Mineral Leasing Act for uired Lands (30 U.S.C. 355)
is amended by striking “All receipts” at the beginning of the first
sentence and inserting the following: “Subject to the provisions
of section 35(b) of the Mineral Leasing Act (30 U.S.C. 191(b)),

all receipts”.
(b) GEOTHERMAL STEAM AcCT.—Section 20 of the Geothermal
Steam Act (30 U.S.C. 1019) is amended by striking “All moneys”
at the beginning thereof and inserting “Subject to the provisions
:{1 section 35(b) of the Mineral Leasing Act (30 U.S.C. 191(b)),
moneys”.

TITLE XI—CIVIL SERVICE AND POST
OFFICE PROVISIONS

Subtitle A—Civil Service

SEC. 11001. DELAY IN COST-OF-LIVING ADJUSTMENTS IN FEDERAL
EMPLOYEE RETIREMENT BENEFITS DURING FISCAL
YEARS 19894, 1895, AND 1996.

(a) APPLICABILITY.—This section shall ap;;g with respect to
any cost-of-living increase scheduled to take effect, during fiscal
year 1994, 1995, or 1996, under—

Cod(l) section 8340(b) or 8462(b) of title 5, United States

€,
(2) section 826 or 858 of the Foreign Service Act of 1980;

(8) section 291 of the Central Intelligence Agency Retire-
ment Act (50 U.S.C. 2131), as set forth in section 802 of the
CIARDS Technical Corrections Act of 1992 (Public Law 102-
496; 106 Stat. 3196).

(b) DELAY IN EFFECTIVE DATE OF ADJUSTMENTS.—A cost-of-
uﬁtl:llg increase described in subsection (a) shall not take effect
until the first day of the third calendar month after the date
such increase would otherwise take effect.

(c) RULE OF CONSTRUCTION.—Nothing in this section shall be
considered to affect any determination relating to eligibility for

or
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an annuity increase or the amount of the first increase in an
annuity under section 8340 (b) or (c) or section 8462 (b) or (c)
of title 5, United States Code, or comparable provisions of law.

SEC. 11002. PERMANENT ELIMINATION OF THE ALTERNATIVE-FORM-
OF-ANNUITY OPTION EXCEPT FOR INDIVIDUALS WITH
A CRITICAL MEDICAL CONDITION.

(a) CiviL SERVICE RETIREMENT SYSTEM; FEDERAL EMPLOYEES'
RETIREMENT SYSTEM.—Sections 8343a and 8420a of title 5, United
States Code, are each amended—

(1) in subsection (a) by striking “an employee or Member

may,” and inserting “any employee or Member who has a

life-t.l,}reai‘;-lening affliction or other critical medical condition

may,”; an
(2) by striking subsection (f).

(b) FOREIGN SERVICE RETIREMENT AND DISABILITY SYSTEM.—
Section 807(e)1) of the Foreign Service Act of 1980 (22 U.S.C.
4047(eX1)) is amended by stri “a participant may,” and insert-
ing “any participant who has a life-threatening affliction or other
critical medical condition may,”.

(c) CENTRAL INTELLIGENCE AGENCY RETIREMENT AND DISABIL-
ITY SYSTEM.—Section 294(a) of the Central Intelligence Agency
Retirement Act (50 U.S.C. 2143(a)), as set forth in section 802
202496, 106-Stat. S196), is amenced by striking “a partiipant

; : , 18 amen y 8 “a icipan
may,” and inserting “any participant who has a life-tfmaatening
affliction or other critical medical condition may,”.

(d) EFFECTIVE DATE.—The amendments made by this section 5 USC 8343a
shall become effective on October 1, 1994, and shail apply with Dote-
respect to any annuity commencing on or after that date.

SEC. 11003. APPLICATION OF MEDICARE PART B LIMITS TO PHYSI-
CIANS' SERVICES FURNISHED TO FEDERAL EMPLOYEE
HEALTH BENEFITS ENROLLEES AGE 65 OR OLDER.

ke leedGENEm—-Section 8904(b) of title 5, United States Code,
is amended—
(1) in paragraph (1) by inserting “(A)” after “(b)(1)” and
by adding at the eng the following:

B)i) A plan, other than a prepayment plan described in
section 8903(4), may not provide benefits, in the case of any retired
enrolled individual who is age 65 or older and is not entitled
to Medicare supplemen medical insurance benefits under part
B o§' E)tle of the i%lfSeculx;itx Act (42 USC(. 139 1;1:3
seq.), to pay a charge im or physicians’ services (as
in section 1848() o%esucgax:t, 42 Uygc 1395w—4(j)) which are
covered for purposes of benefit payments under this chapter and
under such part, to the extent that such exceeds the fee
schedule amount under section 1848(a) of such Act (42 U.S.C.
1395w—4(a)).

“(ii) Physicians and suppliers who have in force participation
agreements with the Secre of Health and Human Services
consistent with section 1842(h}1) of such Act (42 U.S.C.
1395u(h)(1)), whereby the participating provider accepts Medicare
benefits (including allowable deductible and coinsurance amounts)
as full payment for covered items and services shall accept equiva-
lent benefit and enrollee cost-sharing under this chapter as full
payment for services described in clause (i). Physicians and suppli-
ers who are nonparticipating physicians and suppliers for purposes
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Contracts.

5 USC 8904 note.

Regulations.
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of part B of title XVIII of such Act shall not imposecha.rﬁ
that exceed the limiting charge under section 1848(g) of such

(42 U.S.C. 1395w—4{ﬁzewith res to services described in clause
(i) provided to enrollees described in such clause. The Office of
Personnel Management shall notify a physician or slmpiier who
is found to have violated this clause and inform them of the require-
ments of this clause and sanctions for such a violation. The Office
of Personnel Man;gement shall notify the Secretary of Health and
Human Services if a tgilymcmn or supplier is found to knowingly
and willfully violate this clause on a repeated basis and the Sec-
retary of Health and Human Services invoke appropriate sanc-
tions in accordance with sections 1128A(a) and 1848(g)1) of such
Act (42 U.S.C. 1320a-7a(a), 1395w-4(g)(1)) and applicable regula-

tions.

“(C) If the Secretary of Health and Human Services determines
that a violation of this subsection warrants excluding a provider
from participation for a specified fe:nod under title of the
Social Security Act, the Office shall enforce a corresponding exclu-
sion of such provider for purposes of this chapter.”;

(2)in g)araqraph (3XB)—

(A) by inserting “(i)” after “includes”; and

(B) by inserting before the period at the end the follow-
ing: “ and (ii) the fee schedule amounts and limiting
charges for physicians’ services established under section

1848 of s Act (42 U.S.C. 1395w—4) and the identity

of participating physicians and suppliers who have in force

agreements with such Secretary under section 1842(h) of
such Act (42 U.S.C. 1395u(h))”; and

(3) by adding at the end the following:

“(4) The Director of the Office of Personnel Management shall
enter into an ment with the Secre of Health and Human
Services, to be effective before the first of the fifth month
that begins before each contract year, under which—

“(A) plﬁaicians and suppliers (whether or not participating)
under the i program will be notified of the requirements
of paragraph (1X(B);

“(B) enforcement procedures will be in place to carry out
such paragraph (including enforcement of protections against
overchargi mﬂeﬁdmash and

“C) i pro, information described in aph
(3)B)(ii) will be supplied to carriers under paragrap (gﬁrAJ.".

a a(glll EFFECTIVEI _t{‘)ATr:ép—e"l;themament;dzinta madlfe i;ra subsection
a a wi con ears beginning on or
after Janualr)yp i 1995. 4

SEC. 11004. FEDERAL EMPLOYEES' SURVIVOR ANNUITY IMPROVE-
MENTS.

(a) CIvIL SERVICE RETIREMENT SYSTEM.—
(1) REDUCTION FOR SPOUSAL ANNUITY.—Section 8339() of
title 5, United States Code, is amended—
(A) in paragraph (3)—
(1) in the second sentence by striking “, within
such 2-year period,”; and
(ii) by striking the fourth sentence and inserting
the following: “The Office shall, by regulation, provide
for payment of the deposit required under this para-
graph by a reduction in the annuity of the employee
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or Member. The reduction shall, to the extent prac-
ticable, be designed so that the present value of the
future reduction is actuarially equivalent to the deposit
mu.ired under this paragraph, exceft that the total
uctions in the annuity of an employee or Member
to pay deposits required by the provisions of t.h}i:lrm-
graph, paragraph (5), or subsection (kX2) s not
exceed 25 percent of the annuit computed under sub-
sections (a) through (i), (n), an (g), including adjust-
ments under section 8340. The reduction, which shall
be effective on the same date as the election under
this paragraph, shall be permanent and unaffected
by any future termination of the entitlement of the
former spouse. Such reduction shall be independent
of and in addition to the reduction requi under
the first sentence of this paragraph.”; and
(B) in paragraph (5XC)—

(i) in clause (ii) by striking “, within 2 years after
the date of the remarriage or, if later, the death or
remarriage of the former spouse (or of the last such
surviving former spouse),”; and

(ii) by amending clause (iii) to read as follows:
“(iii) The Office shall, by regulation, provide for pay-

ment of the deposit required under clause (ii) by a reduction
in the annuity of the employee or Member. The reduction
shall, to the extent ipracticable, be designed so that the
resent value of the future reduction is actuarially equiva-
ent to the deposit required under clause (ii), except that
total reductions in the annuity of an employee or Member
to pay deposits required by the provisions of this paragraph
or paragraph (3) shall not exceed 25 percent of the annuit;
computed under subsections (a) through (i), (n), and (q),
inclm adjustments under section 8340. The reduction
requi by this clause, which shall be effective on the
same date as the election under clause (i), shall be perma-
nent and unaffected by any future termination of the
marriage. Such reduction shall be independent of and in
addition to the reduction required under clause (i).”.
(2) REDUCTION RELATING TO FORMER SPOUSE.—Section
8339(k)(2) of title 5, United States Code, is amended—

(A) in subparagraph (B)(ii) by striking “Within 2 years
aﬂ;gr the date of marriage, the” and inserting “The”;
an

(B) by amending subparagraph (C) to read as follows:
“(C) The Office shall, by tion, provide for payment

of the deposit required under subparagraph (BXii) by a reduc-
tion in thp:sannr:l%y of the employee or Mgmber. Theymduction
shall, to the extent practicable, be designed so that the present
value of the future reduction is actuarially equivalent to the
deposit required under subparagraph (B)(i1), except that total
uctions in the annuity of an employee or Member to

deposits required by this subsection or subsection (j)(3)

not exceed 25 percent of the annuity computed under sub-
sections (a) thro (i), (n), and (q), including adjustments
under section 8340. The reduction required by this subpara-
graph, which shall be effective on the same date as the election
under subparagraph (A), shall be permanent and unaffected

107 STAT. 411
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5 USC 8339 note.

by any future termination of the marriage. Such reduction

aga]] {e independent of and in addition to the reduction

required under subparagraph (A).”.

(3) DEPOSITS.—Section 8334(h) of title 5, United States
Code, is amended by striking “and by section 8339(G)}5XC)
and the last sentence of section 8339(k)(2) of this title”.

(b) FEDERAL EMPLOYEES' RETIREMENT SYSTEM.—Section 8418
of title 5, United States Code, is amended—

(1) in subsection (a)(1) b)r striking “, before the expiration
of the 2-year period involved,”; and

(2) by amending subsection (b) to read as follows:

“(b) The Office shall, by regulation, provide for payment of
the deposit required under subsection (a) by a reduction in the
annuity of the employee or Member. The reduction shall, to the
extent practicable, be designed so that the present value of the
future reduction is actuarially equivalent to the deposit required
under subsection (a), except that the total reductions in the annuity
of an employee or Member to pay deposits required by this section
shall not exceed 25 percent of the annuity computed under section
8415 or section 8452, including adjustments under section 8462.
The reduction required by this subsection, which shall be effective
at the same time as the election under section 8416 (b) and (c)
or section 8417(b), shall be permanent and unaffected by any future
termination of the marriage or the entitlement of the former spouse.
Such reduction shall be independent of and in addition to the
reduction required under section 8416 (b) and (c¢) or section
8417(b).”.

(c) EFFECTIVE DATE.—

(1) IN GENERAL,—The amendments made by this section
shall take effect on the first day of the first month betﬁilj;ning
at least 30 days after the date of the enactment of this Act
and shall apply to all deposits required under section 8339()
(3) or (5), 8339(k)2), or 8418 of title 5, United States Code,
odn t;vhmh no payment has been made prior to such effective

ate.

(2) PARTIAL DEPOSIT.—For any deposit required under sec-
tion 8339(j) (3) or (5), 8339(k)2), or 8418 of title 5, United
States Code, or section 4 (b) or (¢) of the Civil Service Retire-
ment Spouse Eﬂm% Act of 1984 (5 U.S.C. 8341 note) that
has been partially, but not fully, paid before the effective date
of this Act, the Office shall by regulation provide for determin-
ing the remaining portion of the deposit and for payment of
the remaining portion of the deposit by a prospective reduction
in the annuity of the emlfloyee or Member. The reduction
shall be similar to the reductions provided pursuant to the
amendments made under this section.

SEC. 11005. TEMPORARY EXTENSION AND MODIFICATION OF THE
METHOD FOR DETERMINING GOVERNMENT CONTRIBU-
TIONS UNDER FEHBP IN THE ABSENCE OF A GOVERN-
MENT-WIDE INDEMNITY BENEFIT PLAN.

Public Law 101-76 (5 U.S.C. 8906 note) is amended by strikin
the matter after the enacting clause and before paragraph (2
of subsection (a) and inserting the following:
“That (a)(1) in the administration of chapter 89 of title 5, United
States Code, for each of contract years 1990 through 1998 (inclu-
sive), in order to compute the average subscription charges under
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section 8906(a) of such title for such contract years, the subscription
in effect for the indemnity benefit plan on the beginning
date of each such contract year—
“(A) shall be deemed to be the subscription charges which
were in effect for such plan on the beginning date of the
receding contract year as adjusted under paragraph (2); or
to “(B) if subparagraph (A) does not apply, shall be deemed
“(@) the subscription charges which were deemed under
this Act to have been in effect for such plan with respect
to the preceding contract year as adjusted under paragraph
(2), except as provided in clause (ii); or
“(ii) for each of contract years 1997 and 1998, the
subscription charges which would be derived by applying
the terms of clause (i), reduced by 1 percent.”.

Subtitle B—Postal Service

SEC. 11101. PAYMENTS TO BE MADE BY THE UNITED STATES POSTAL
SERVICE.

(a) RELATING TO CORRECTED CALCULATIONS FOR PAST RETIRE-
MENT COLAs.—In addition to other payments required under
section 8348(m) of title 5, United States Code, or any other provision
of law, the United States Postal Service shall pay into the Civil
Service Retirement and Disability Fund a total of $693,000,000,
of which—

(1) at least one-third shall be paid not later than September

30, 1996;

(2) at least two-thirds shall be paid not later than Septem-
ber 30, 1997; and
(3) any remaining balance shall be paid not later than

September 30, 1998.

(b) RELATING TO CORRECTED CALCULATIONS FOR PAST HEALTH
BENEFITS.—In addition to any other paé:ients required under sec-
tion 8906(g)(2) of title 5, United States e, or any other provision
of law, the United States Postal Service shall pay into the Employ-
ees Health Benefits Fund a total of $348,000,000, of which—

(1) at least one-third shall be paid not later than September

30, 1996;

(2) at least two-thirds shall be paid not later than Septem-
ber 30, 1997; and

(3) any remaining balance shall be paid not later than
September 30, 1998.

TITLE XII—VETERANS’ AFFAIRS
PROVISIONS

SEC. 12001. SHORT TITLE.

This title may be cited as the “Veterans Reconciliation Act
of 1993”.

5 USC 8348 note.

5 USC 8906 note.

Veterans
Reconciliation
Act of 1993.

38 USC 101 note.
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38 USC 3732
note.

SEC. 12002. EXTENSION OF AUTHORITY TO REQUIRE THAT CERTAIN
VETERANS AGREE TO MAKE COPAYMENTS IN EXCHANGE
FOR RECEIVING HEALTH-CARE BENEFITS.

(a) HOSPITAL AND MEDICAL CARE.—Section 8013(e) of the Omni-

bus B t Reconciliation Act of 1990 (Public Law 101-508; 38
U.8.C.1710 note) is amended—

(1) by striking out “September 30, 1992” in the first sen-

tence and inserting in lieu thereof “September 30, 1998"; and

(2) by s out the second sentence.
(b) OUTgAm%DICAnONS.—Sechon 1722A(c) of title 38,

United States Code, is amended—
(1) b st:n.lung out “September 30, 1992” in the first sen-
tence ans inserting in lieu thereof “September 30, 1998”; and
(2) by striking out the second sentence.

SEC. 12003. EXTENSION OF AUTHORITY FOR MEDICAL CARE COST
RECOVERY.

Section 1729(a)(2)(E) of title 38, Umted States Code, is amended
by striking out “before August 1, 1994 and inserting in lieu thereof
“before October 1, 1998,”.

SEC. 12004. EXTENSION OF CERTAIN INCOME VERIFICATION AUTHOR-
ITY.

Section 5317(g) of title 38, United States Code, is amended
by striking out “September 30, '1997” and inserting in lieu thereof
ptember 30, 1998

SEC. 12005. EXTENSION OF LIMITATION ON PENSION FOR CERTAIN
RECIPIENTS OF MEDICAID-COVERED NURSING HOME
CARE,

Section 5503(f)7) of title 38, United States Code, is amended
by striking out “September 30, 1997” and inserting in lieu thereof
ptember 30, 1998”.

SEC. 12008. EXTENSION OF PROCEDURES APPLICABLE TO LIQUIDA-
TION SALES ON DEFAULTED HOME LOANS GUARANTEED
BY THE DEPARTMENT OF VETERANS AFFAIRS.

(a) INCLUSION OF LOSSES.—Section 3732(c) of title 38, United
States Code, is amended—

(1) in paragraph (1(C), by stnkmg out “resale,” and insert-
ing in lieu thereof “resale (including losses sustained on the
resale of the property),”; and

(2) in J:aragrap (11), by stnkmghout “shall” and all that
follows and inserting in lieu thereof “shall apply to loans closed
before October 1, 1998.”.

(b) EFFECTIVE DATE.—The amendments made by this section
shall become effective October 1, 1993.

SEC. 12007. LOAN FEES.

(a) INCREASE IN HOME LOAN FEES.—Subsection (a) of section
3729 of title 38, United States Code, is amended—
(1) by stnkmg out parag‘raph (6); and
(2) by inserting after paragraph (3) the follomng
“(4) With respect to a loan closed after September 30, 1993,
and before October 1, 1998, for which a fee 1s collected under
gh (1), the amou.nt of such fee, as computed under para-

gra:p (2), shall be increased by 0.75 percent of the total loan
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amount other than in the case of a loan described in subparagraph
(A), (D)(ii), or (E) of paragraph (2).”.

(b) FEE FOR MULTIPLE USE OF HOUSING ASSISTANCE.—Sub-
section (a) of such section, as amended by subsection (a) of this
section, is amended by addin Eeat the end the follo

“(6X(A) Except as provided in sub parafra ph ClBil of this para-
graph, notwlthstandmg :graphs (2) and (4) of this subsection,

a veteran has an initial loan pursuant to section
3710 of this title, the amount of such fee with respect to
additional loan obtained under this chapter by such veteran
be 3 percent of the total loan amount.

(B) Subparagraph (A) of this paragraph does not apply with
respect to (i) a loan obtained by a veteran with a downpayment
described in paragraph (2)(B), (2)(C) or (2)(D)Giii) of this su on,
and (ii) loans descnbed in _para, aph (2XE) of this subsection.

“(C) This par ngra ap hea with respect to a loan closed after
September 30, 199. ore October 1, 1998.”.

(c) CONFORMING AMENDMENT —Paragraph (2) of subsection (a)
of such section is amended by striking out “paragraph (6)” and
inserting in lieu thereof “ agraphs (4) and (5)”.

SEC. 12008. POLICY REGARDING COST-OF-LIVING ADJUSTMENT IN 38 USC 1101
COMPENSATION RATES. note.

(a) PoLicy.—The fiscal year 1994 cost-of-living adjustments
in the rates of and limitations for compensation payable under
cha ter 11 of title 38, United States Code, and of dependen

indemnity comgensatmn ugayable under chapter 13 of s
tltle except as provided in subsection (b) of this section, will be
no more than a percentage ech to the percentage by which benefit
amounts payable under title II of the Social Securi Act (42 US.C.
401 et seq.) are increased effective December 1, 1993, as a result
of a determination under section 215(i) of such Act (42 U.S.C.
415(i)), with all increased monthly rates and limitations (other
than increased rates or limitations equal to a whole dollar amount)
rounded down to the next lower dollar,

(b) LIMITATION ON FIsCAL YEAR 1994 COST-OF-LIVING ADJUST-
MENT FOR CERTAIN DIC RECIPIENTS.—(1) During fiscal year 1994,
the amount of any increase in any of the rates of dependency
and indemnity compensation in effect under section 1311(aX3) of
title 38, Uml;ed States Code, will not exceed 50 percent of the
new law increase, rounded down (if not an even dollar amount)
o T lowerurmmsdonar f paragraph (1), the new 1

or 0 , the new aw increase is
the amount E which the rate otp depende and indemnity com-
pensation pro\nded for recipients under section 1311(a)1) of such
title is increased for fiscal year 1994.

SEC. 12008. LIMITATION REGARDING COST-OF-LIVING ADJUSTMENTS
FOR MONTGOMERY GI BILL BENEFITS,

(a) BENEFITS PAYABLE UNDER CHAPTER 30.—Section 3015(g)
of title 38, United States Code, is amended—

(1) by striking out “(1)” and all that follows through “(2)”
and by redesignating subparagraphs (A) and (B) as paragraphs
(1)%{2} mmagmmﬂy'(g;l i ted b h (1)

in paragrap as esigna y paragrap
of this subl;ectmn, by striking out “subparagraph (A)” and
inserting in lieu thereof “paragraph (1)".
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10 USC 2131
note.

38 USC 3015.

38 USC 3015.

38 USC 3015
note.

Revenue
Reconciliation
Act of 1993.

26 USC 1 note.

26 USC 15 note.

26 USC 6654
note.

(b) BENEFITS PAYABLE UNDER SELECTED RESERVE PROGRAM.—
Section 2131(b)2) of title 10, United States Code, is amended—
(1) by striking out “(A)” the first place it ap and
all that follows through “(B) With respect to” and inserting
in lieu thereof “With respect to”;
(2) by redesignating clauses (i) and (ii) as subparagraphs
(A) and (B), respectively; and
) in subparagraph (B), as redesignated by Jaaragraph
(2) of this subsection, by atriking out “clause (i)” and inserting
in lieu thereof “suTbﬁaragraph (A)”.
(¢) LiMiTATION.—The fiscal year 1995 cost-of-living acclf':;stments
in the rates of educational assistance payable under pter 30
of title 38, United States Code, and unczer chapter 106 of title
10, United States Code, shall be the percentage equal to 50 percent
of the percentage by which such assistance would be increased
under section 3015&) of title 38, and under section 2131(bX2)
of title 10, United States Code, respectively, but for this section.
(d) TECHNICAL AMENDMENTS.—(1) Section 301(c) of Public Law

102-568 (106 Stat. 4326) is amended by striking out “Section
3015(f)” and inserting in lieu thereof “Section 3015(g) (as redesig-
nated by section 307(a)(1))”".

(2) Section 307(a) of such Public Law (106 Stat. 4328) is
amended by striking out “(as amended by section 301)”.

(8) The amen ts made by paragraphs (1) and (2) shall
apply as if included in the enactment of lic Law 102-568.

TITLE XIII—-REVENUE, HEALTH CARE,
HUMAN RESOURCES, INCOME SECU-
RITY, CUSTOMS AND TRADE, FOOD
STAMP PROGRAM, AND TIMBER SALE
PROVISIONS

CHAPTER 1—REVENUE PROVISIONS

SEC. 13001. SHORT TITLE; ETC.

(a) SHORT TITLE.—This chapter may be cited as the “Revenue
Reconciliation Act of 1993”.

(b) AMENDMENT TO 1986 CODE.—Except as otherwise expressly
provided, whenever in this chapter an amendment or repeal is
expressed in terms of an amendment to, or re of, a section
or other provision, the reference shall be considered to be made
Iicé 8% section or other provision of the Internal Revenue Code of

(c) SEcTiIoN 15 NoT To APPLY.—Except in the case of the
amendments made by section 13221 (relating to corporate rate
increase), no amendment made by this chapter shall be treated
as a change in a rate of tax for purposes of section 15 of the
Internal Revenue Code of 1986.

(d) WAIVER OF ESTIMATED TAXx PENALTIES.—No addition to
tax shall be made under section 6654 or 6655 of the Internal
Revenue Code of 1986 for any period before April 16, 1994 (March
16, 1994, in the case of a corporation), with respect to any
underpayment to the extent such underpayment was created or
increased by any provision of this chapter.
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Subchapter A—Training and Investment Incentives

PART I—PROVISIONS RELATING TO
EDUCATION AND TRAINING

SEC. 13101. EMPLOYER-PROVIDED EDUCATIONAL ASSISTANCE.

(a) EXTENSION OF EXCLUSION.—

26 USC 1217. (1) IN GENERAL.—Subsection (d) of section 127 (relating
};‘oueducat.iunal assistance programs) is amended to read as
OlIOWS:

“(d) TERMINATION.—This section shall not apply to taxable years
beginning after December 31, 1994.”

52) CONFORMING AMENDMENT.—Paragraph (2) of section
103(a) of the Tax Extension Act of 1991 is hereby repealed.
(b) COORDINATION WITH SECTION 132.—Paragraph (8) of section

132(i) is amended to read as follows:

“(8) APPLICATION OF SECTION TO OTHERWISE TAXABLE EDU-
CATIONAL OR TRAINING BENEFITS.—Amounts paid or expenses
incurred by the employer for education or training provided
to the employee which are not excludable from gross income
under section 127 shall be excluded from gross income under
this section if (and only if) such amounts or expenses are
a working condition fringe.”

(c) EFFECTIVE DATES.—

26 USC 127 note. (1) SuBSECTION (a).—The amendments made by subsection
(a) shall apply to taxable years ending after June 30, 1992.
26 USC 132 note. (2) SUBSECTION (b).—The amendment made by subsection

(b) shall apply to taxable years beginning after December 31,
1988,

SEC. 13102. TARGETED JOBS CREDIT.

(a) EXTENSION OF CREDIT.—Paragraph (4) of section 51(c) (relat-
ing to termination) is amended by striking “June 30, 1992” and
inserting “December 31, 1994".

26 USC 51 note. (b) EFFECTIVE DATE.—The amendment made by subsection (a)
3ha11 ;. pllggtzo individuals who begin work for the employer after
une 30, 1992.

PART II—-INVESTMENT INCENTIVES

Subpart A—Research and Clinical Testing Credits

SEC. 13111. EXTENSION OF RESEARCH AND CLINICAL TESTING CRED-
ITS.

(a) RESEARCH CREDIT.—

(1) IN GENERAL.—Subsection (h) of section 41 (relating to
credit for research activities) is amended—

(A) by striking “June 30, 1992” each place it appears
and inserting “June 30, 1995”7, and
(B) by striking “July 1, 1992” each place it appears

and inserting “July 1, 1995”,

(2) CONFORMING AMENDMENT.—Subparagraph (D) of sec-
tion 28(b)(1) is amended by striking “June 30, 1992” and insert-
ing “June 30, 1995”.

(b) CLINICAL TESTING CREDIT.—Subsection (e) of section 28
iésl amgglided by striking “June 30, 1992” and inserting “December
g A
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(c) EFFECTIVE DATE.—The amendments made by this section 26 USC 28 note.
shall apply to taxable years ending after June 30, 1992.

SEC. 13112. MODIFICATION OF FIXED-BASE PERCENTAGE FOR
STARTUP COMPANIES.

(a) GENERAL RULE.—Clause (ii) of section 41(c)(3)(B) is amended 26 USC 41.
to read as follows:
“(ii) FIXED-BASE PERCENTAGE.—In a case to which
this subparagraph applies, the fixed-base percentage
18—

“I) 3 percent for each of the taxpayer’s 1st
5 taxable years beginning after December 31, 1993,
for which the taxpayer has qualified research

expenses,
“(II) in the case of the r's 6th such
taxable year, ¥ of the percentage which the aggre-
te qualified research expenses of the taxpayer
or the 4th and 5th such taxable years is of the
aggregate gross receipts of the taxpayer for such
years,
“(III) in the case of the taxpayer’s 7th such
taxable year, ¥ of the percentage which the aggre-
te qualified expenses of the taxpayer
or the 5th and 6th such taxable years is of the
aggregate gross receipts of the taxpayer for such

years,

“(IV) in the case of the taxpaﬁler’s 8th such
taxable year, ¥2 of the percentage which the aggre-
gate qualified research expenses of the taxpayer
or the 5th, 6th, and 7th such taxable years is
of the aggregate gross receipts of the taxpayer
for such years,

“V) in the case of the taxpayer’s 9th such
taxable year, % of the percentage which the aggre-

te qualified expenses of the taxpayer
or the 5th, 6th, 7th, and 8th such taxable years
is of the aggregate gross receipts of the taxpayer
for such years,

“VI) in the case of the taxpayer’s 10th such
taxable year, % of the percentage which the aggre-

te qualified expenses of the taxpayer
or the 5th, 6th, 7th, 8th, and 9th such taxable
years is of the aggregate gross receipts of the
taxpayer for such years, and
I) for taxable years thereafter, the percent-
age which the aggreﬁate qualified research
expenses for any 5 taxable years selected by the
tﬂayer from among the 5th through the 10th
8 taxable years is of the aggregate gross
receipts of the taxpayer for such selected years.”.
(b) CONFORMING NDMENTS, —
(1) Clause (iii) of section 41(c)}3)B) is amended by striking
“clause (i)” and inserting “clauses (i) and (ii)”.
(2) Suhgaragraph D) of section 41(cX3) is amended by
8 d(B .f‘;_u paragraph (A)” and inserting “subparagraphs (A)
an ii)”.
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26 USC 41 note.

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 1993.

Subpart B—Capital Gain Provisions

SEC. 13113. 50-PERCENT EXCLUSION FOR GAIN FROM CERTAIN SMALL
BUSINESS STOCK.

(a) GENERAL RULE.—Part I of subchapter P of chapter 1 (relat-
ing to capital gains and losses) is amended by adding at the end
thereof the following new section:

“SEC. 1202. 50-PERCENT EXCLUSION FOR GAIN FROM CERTAIN SMALL
BUSINESS STOCE.

“(a) 50-PERCENT EXCLUSION.—In the case of a taxpayer other
than a cozgratiun, gross income shall not include 50 percent of
any gain from the sale or exchange of qualified small business
stock held for more than 5 years.

“(b) PER-ISSUER LIMITATION ON TAXPAYER'S ELIGIBLE GAIN.—

“(1) IN GENERAL.—If the taxpayer has elifible gain for
the taxable year from 1 or more dispositions of stock iss
by any corporation, the gate amount of such gain from
dispositions of stock iss by such corporation which may
be taken into account under subsection (a) for the taxable
year shall not exceed the greater of—

“(A) $10,000,000 reduced by the gate amount of
eligible gain taken into account by l’gmtaxl:;a er under
subsection (a) for prior taxable years and attributable to
dispositions of stock issued by such corporation, or

“(B) 10 times the aggregate adjusted bases of qualified
small business stock issued by such corporation and dis-
posed of by the taxpayer during the taxable year.

For purposes of subparagraph (B), the adjusted basis of any

stock shall be determined without regard to any addition to

basis after the date on which such stock was originally issued.

“(2) ELIGIBLE GAIN.—For purposes of this subsection, the
term 'erle gain’ means any from the sale or exchange
of qualified small business stock held for more than 5 years.

“(3) TREATMENT OF MARRIED INDIVIDUALS.—

“(A) SEPARATE RETURNS.—In the case of a separate
return by a married individual, paragraph (1XA) shall be
applied by substituting ‘$5,000, for ‘410,000,000’

“(B) ALLOCATION OF EXCLUSION.—In the case of any
joint return, the amount ogjfaj.n taken into account under
subsection (a) shall be allocated equally between the
spouses for 11:-urposes of applying this subsection to subse-
quent taxable years.

“(C) MARITAL STATUS.—For purposes of this subsection,
marital status shall be determined under section 7703.

aecti:fc) QUALIFIED SMALL BUSINESS STOCK.—For purposes of this
n---

“(1) IN GENERAL.—Except as otherwise provided in this
section, the term ‘qualified small business stock’ means any
stock in a C corporation which is originally issued after the
tllstées q]ff the enactment of the Revenue Reconciliation Act of

“(A) as of the date of issuance, such corporation is
a qualified small business, and
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“(B) except as provided in subsections (f) and (h), such
stock is i %r; the taxpayer at its original issue
(directly or h an underwriter)—
“(i) in exchange for money or other property (not
including stock), or
“(ii) as compensation for services provided to such

corporation (o than services performed as an
rwriter of such stock).
“(2) ACTIVE BUSINESS ; ETC.—

A) IN GENERAL—Stock in a corporation shall not
be treated as qualified small business stock unless, duri
substantially of the taxpayer’s holding period for su
stock, such corporation meets the active iness require-
Eent.s of subsection (e) and such corporation is a C corpora-

on.

“(B) SPECIAL RULE FOR CERTAIN SMALL BUSINESS
INVESTMENT COMPANIES.—

“(i) WAIVER OF ACTIVE BUSINESS REQUIREMENT.—
Notwithstanding any provision of subsection (e), a cor-
poration shall be treated as meeting the active business
requirements of such subsection for any period duri
which such corporation qualifies as a specialized
business investment company.

oS il 2ol Ll ety
COMPANY.—For purposes ause (i), the term ‘special-
ized small business investment company’ means any
eligible corporation (as defined in subsection (eX4))
which is licensed to operate under section 301(d) of
the Small Business Investment Act of 1958 (as in
effect on May 13, 1993).

“(3) CERTAIN PURCHASES BY CORPORATION OF ITS OWN
STOCK.—

“(A) REDEMPTIONS FROM TAXPAYER OR RELATED PER-
SON.—Stock acquired by the taxpayer shall not be treated
as qualified small business stock if, at any time during
the 4-year period beginning on the date 2 years before
the issuance of such stock, the corporation 1ssuing such
stock rg (directly or indirectly) any of its stock
from the taxpayer or from a person related (within the
meaning of section 267(b) or 707(b)) to the taxpayer.

“(BE SIGNIFICANT REDEMPTIONS.—Stock issued by a cor-
%orgtiqn s{lhaﬂ ;ot be trgagad as qyaﬁﬁedul:usc{::eulstock

, during the 2-year period beginning on the year
before tge issuance of such stock, such corporation made
1 or more purchases of its stock with an aggregate value
(as of the time of the respective tpurchases} exceeding 5
percent of the aggregate value of all of its stock as of
the inning of such 2-year period.

“(C) TREATMENT OF CERTAIN TRANSACTIONS.—If any
transaction is treated under section 304(a) as a distribution
in redemption of the stock of any corporation, for p ges
of sub phs (A) and (B), such corporation shall be
trea as purchasing an amount of its stock equal to
the amount treated as such a distribution under section

304(a).
“(d) QUALIFIED SMALL BuUsINEss.—For purposes of this
section—

69-194 O - 94 - 15: QL. 3 Part 1
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“(1) IN GENERAL.—The term °‘qualified small business’
means any domestic corporation which is a C corporation if—
“(A) the aggregate gross assets of such corporation

(or any Slredecessor thereof) at all times on or after the

date of the enactment of the Revenue Reconciliation Act

of 1993 and before the issuance did not exceed $50,000,000,

“B) the ag-grziat.e gross assets of such corporation
immediately after the issuance (determined by taking into
account amounts received in the issuance) do not exceed
$50,000,000, and

Reports. “(C) such corporation agrees to submit such reports
to the Secretary and to shareholders as the Secretary may
require to carry out the purposes of this section.

“(2) AGGREGATE GROSS ASSETS.—

“(A) IN GENERAL.—For purposes of paragraph (1), the
term ‘aggregate gross assets’ means the amount of cash
and the aggregate adjusted bases of other property held
by the comtion.

“B) TMENT OF CONTRIBUTED PROPERTY.—For pur-
poses of subparagrag:l (A), the adjusted basis of any pro
erty contributed to the corporation (or other property wi
a basis determined in whole or in part by reference to
the adjusted basis of property so contributed) shall be
determined as if the basis of the property contributed to
the corporation (immediately after such contribution) were

ual to its fair market value as of the time of such con-
tribution.

“(3) AGGREGATION RULES.—

“(A) IN GENERAL.—AII corporations which are members
of the same parent-subsidiary controlled group shall be
treated as 1 corporation for purposes of this subsection.

“(B) PARENT-SUBSIDIARY CONTROLLED GROUP.—For pur-
poses of subparagraph (A), the term ‘parent-subsidiary con-
trolled group’ means any controlled group of corporations
as defined in section 1563(a)(1), except that—

“(i) ‘more than 50 percent’ shall be substituted
for ‘at least 80 percent’ each place it appears in section
1563(a)(1), and

“(ii) section 1563(a)(4) shall not apply.

“(e) ACTIVE BUSINESS REQUIREMENT.—

“(1) IN GENERAL.—For purposes of subsection (cX2), the
requirements of this subsection are met by a corporation for
any period if during such period—

“(A) at least 80 percent (bl‘: value) of the assets of
such corporation are used by such corporation in the active
conduct of 1 or more qualified trades or businesses, and

“(B) such corporation is an eligible corporation.

“(2) SPECIAL RULE FOR CERTAIN ACTIVITIES.—For p ses
of paragraph (1), if, in connection with any future qualified
trade or business, a corporation is engaged in—

“(A) start-up activities described in section 195(cX1XA),

“(B) activities resulting in the payment or in i
of expenditures which may be treated as research an
experimental expenditures under section 174, or

“(C) activities with respect to in-house research
expenses described in section 41(b)(4),
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assets used in such activities shall be treated as used in the
active conduct of a qualified trade or business. Any determina-
tion under this paragraph shall be made without regard to
whether a corporation any gross income from such activities
at the time of the determination.

“(3) QUALIFIED TRADE OR BUSINESS.—For p es of this
subsection, the term ‘qualified trade or business’ means any
trade or business other than—

“(A) any trade or business involving the performance
of services in the fields of health, law, engineering, architec-
ture, accounting, actuarial science, performing arts,
consulting, athletics, financial services, brokerage services,
or any trade or business where the principal asset of such
trade or business is the reputation or skill of 1 or more
of its employees,

“(B) any banking, insurance, financing, leasing, invest-
ing, or similar business

“C) any farming business (including the business of
raising or harvesting trees),

“(D) any business involving the production or extrac-
tion of products of a character with respect to which a
deduction is allowable under section 613 or 613A, and

“(E) any business of operating a hotel, motel, res-
taurant, or similar business.

“(4) ELIGIBLE CORPORATION.—For purposes of this sub-
section, the term ‘eligible corporation’ means any domestic cor-
poration; except that such term shall not include—

“(A) a DISC or former DISC,

“(B) a corporation with respect to which an election
under section 936 is in effect or which has a direct or
indirect subsidiary with respect to which such an election
is in effect,

“(C) a regulated investment company, real estate
investment trust, or REMIC, and

“(D) a cooperative.

“(5) STOCK IN OTHER CORPORATIONS.—

“(A) LOOK-THRU IN CASE OF SUBSIDIARIES.—For pur-
poses of this subsection, stock and debt in any subsidiary

ration shall be disregarded and the parent corporation
shall be deemed to own its ratable share of the subsidiary’s
assets, and to conduct its ratable share of the subsidiary’s
activities.

“(B) PORTFOLIO STOCK OR SECURITIES.—A corporation
shall be treated as failing to meet the requirements of
paragraph (1) for any period during which more than 10
percent of the value of its assets (in excess of liabilities)
consists of stock or securities in other corporations which
are not subsidiaries of such corporation (other than assets
described in paragraph (6)).

“(C) SussIDIARY.—For p of this paragraph, a
corporation shall be considereﬁ a subsidiary if the parent
owns more than 50 percent of the combined voting power
of all classes of stock entitled to vote, or more than 50
percent in value of all outstanding stock, of such corpora-
tion.

“(6) WORKING CAPITAL.—For purposes of paragraph (1)A),
any assets which—
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“(A) are held as a part of the reasonably required
working eapital needs afp a qualified trade or business of
the corporation, or

“B) are held for investment and are reasonabl
expected to be used within 2 years to finance

and experimentation in a qualified trade or business or

increases in working capital needs of a qualified trade

or business,

shall be treated as used in the active conduct of a qualified

trade or business. For periods after the corporation has been

in existence for at least 2 years, in no event more than

50 nt of the assets of the corporation qualify as used

in active conduct of a qualified trade or business by reason

of this paragraph.

“(Tmm{m REAL ESTATE HOLDINGS.—A corporation shall
not be treated as meeting the requirements of paragraph (1)
for any tperiocl during which more than 10 percent of the total
value of its assets consists of real property which is not used
in the act}v:h conrdelégtdlgg a qualifi edthtra e orhl:uai?m

urposes of the p: ing sentence, the ownership i

1%1, or renting of real rope:;ﬂr shall not be treated as the

active conduct of a qunhg' ed trade or business.

“(8) COMPUTER SOFTWARE ROYALTIES.—For purposes of
paragraph (1), rights to computer software which produces
active business computer software royalties (within the mean-
ing of section 543(3)(1)) shall be treated as an asset used
in the active conduct of a trade or business.

“(f) Stock ACQUIRED ON CONVERSION OF OTHER STOCK.—If

any stock in a corporation is acquired solely through the conversion

of other stock in such corporation which is qualified small business

stock in the hands of the taxpayer—

“(1) the stock so acquired shall be treated as qualified
small business stock in the hands of the taxpayer, and
“(2) the stock so acquired shall be treated as having been
%e%g during the period during which the converted s was
e

“(g) TREATMENT OF PASS-THRU ENTITIES.—
“(1) IN GENERAL.—If any amount included in gross income
E{ reason of holding an interest in a pass-thru entity meets
e requirements of paragraph (2)—

“(A) such amount shall be treated as gain described
in sulz;c;ct%on (a), and . ) o &

5 or purposes of applying subsection (b), such
amount shall Ee treated as gmpn from a disposition of stock
in the corporation issuing the stock disposed of by the
pass-thru entity and the taxpayer’s proportionate share
of the adjusted basis of the pass-thru entity in such stock
shall be taken into account.

“(2) REQUIREMENTS.—An amount meets the requirements

of this p ph if—

“(A§ such amount is attributable to gain on the sale
or e by the pass-thru entity of s which is gun.li-
fied small business stock in the hands of such entity (deter-
mined l:{ treating such entity as an individual) and which
was held by such entity for more than 5 years, and

“(B) such amount is includible in the 8 income
of the taxpayer by reason of the holding of an interest
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in such entity which was held by the taxpayer on the

date on which such pass-thru entity acquired such stock

and at all times thereafter before the disposition of such
stock by such pass-thru entity.

“(3) LIMITATION BASED ON INTEREST ORIGINALLY HELD BY
TAXPAYER.—Paragraph (1) shall not apply to any amount to
the extent such amount exceeds the amount to which paragraph
(1) would have applied if such amount were determined by
reference to the interest the ayer held in the pass-thru
entity on the date the qualified small business stock was

“(4) PASS-THRU ENTITY.—For purposes of this subsection,
the term ‘pass-thru entity’ means—

“(A) any partnership,

“B)any S tion,

“(C) any re ted investment company, and

D) any common trust fund.
“(h) CERTAIN TAX-FREE AND OTHER TRANSFERS.—For purposes
of this section—

“(1) IN GENERAL.—In the case of a transfer described in
paragraph (2), the transferee shall be treated as—

“(A) having acquired such stock in the same manner
as the transferor, and

“(B) having held such stock during continuous
period immediately preceding the transfer during which
it was held (or treated as held under this subsection) by
the transferor.

“(2) DESCRIPTION OF TRANSFERS.—A transfer is described
in this subsection if such transfer is—

“(A) by &Eﬂl.

“(B) at death, or

“C) from a partnership to a partner of stock with
respect to which requirements similar to the requirements
of subsection (g) are met at the time of the transfer (without
regard to the 5-year holding period requirement).

“(3) CERTAIN RULES MADE APPLICABLE.—Rules similar to
the rules of section 1244(dX2) shall apply for purposes of this
section.

“(4) INCORPORATIONS AND REORGANIZATIONS INVOLVING
NONQUALIFIED STOCK.—

“(A) IN GENERAL.—In the case of a transaction
described in section 351 or a reorganization described in
section 368, if qualified small business stock is exchanged
for other stock which would not qualify as qualified small
business stock but for this subparagraph, such other stock
shall be treated as qualified small business stock acquired
on the date on which the exchanged stock was acquired.

“B) LiMITATION.—This section shall apply to gain from
the sale or exchange of stock treated as ified small
business stock by reason of sub aph ?A) only to the
extent of the which would have been recognized at
the time of the transfer described in subparagraph (A)
if section 351 or 368 had not applied at such time. The
preceding sentence shall not apply if the stock which is
treated as qualified small business stock by reason of
subparagraph (A) is issued by a corporation which (as
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of the time of the transfer described in subparagraph (A))

is a qualified small business.

C) SUCCESSIVE APPLICATION.—For purposes of this
paragraph, stock treated as qualified business stock
under subparagraph (A) be so0 treated for subsequent
transactions or reorganizations, except that the limitation
of subparagralt)_h (B) shall be applied as of the time of
the first transfer to which such Tlmitation applied (deter-
mined after the application of the second sentence of
subparagraph (B)).

“D) CONTROL TEST.—In the case of a transaction
described in section 351, this paragraph shall apply only
if, immediately after the transaction, the corporation issu-
ing the stock owns directly or indirectly stock representing
control (within the meaning of section 368(c)) of the cor-
mﬁon whose stock was exc

“@) 8 RULES.—For purposes of this section—

“(1) STOCK EXCHANGED FOR PROPERTY.—In the case where
the taxpayer transfers proper?r (other than money or stock)
to a corporation in ex or stock in such corporation—

A) such stock be treated as having been acquired

by the er on the date of such exchar:ﬁe, and

“(B) the basis of such stock in the hands of the taxpayer
shall in no event be less than the fair market value of
the property exchanged.

“(2) TREATMENT OF CONTRIBUTIONS TO CAPITAL.—If the
adjusted basis of any qualified small business stock is adjusted
by reason of contribution to capital after the date on
which such s was orif'na]ly issued, in determining the
amount of the adjustment by reason of such contribution, the
basis of the contributed property shall in no event be treated
as less than its fair market value on the date of the contribu-
tion.

“(3) TREATMENT OF CERTAIN SHORT POSITIONS.—

“(1) IN GENERAL—If the taxpayer has an offsetting short
position with respect to any qualified small business stock,
subsection (a) shall not apply to any gain from the sale or
exchange of such stock unless—

“(A) such stock was held by the taxpayer for more
than 5 years as of the first day on which there was such

5 sh?‘(rﬁfo tﬁtiotaxpn’ i ekt recognize gain as if such

% T e to i in as if s
stock were sold ona':lch first day for its fair market value.

“(2) OFFSETTING SHORT POSITION.—For purposes of para-
graph (1), the taxpayer shall be treated as having an offsetting
aht:cr]: i})osition with respect to any qualified small business
8

“(A) the taxpayer has made a short sale of substantially
identical property,
“B) the taxpayer has acquired an option to sell
substantially identical pro; at a fixed price, or
“C) to ie extent provided in regulations, the taxpayer
has entered into any other transaction which substantiall.
reduces the risk of loss from holding such qualified smaﬁ
F burpoaes. iy f the ding sente refi to th
or 0 rece sentence, any reference e
taxpel:yer shall be trealt::ed as including a reference to any person
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who is related (within the meaning of section 267(b) or 707(b))

to the taxpayer.

“(k) REGULATIONS.—The Secretary shall prescribe such regula-
tions as may be appropriate to carry out the purposes of this
section, including regulations to prevent the avoidance of the pur-
poses of this section through split-ups, shell corporations, partner-
ships, or otherwise.”

(b) ONE-HALF OF EXCLUSION TREATED AS PREFERENCE FOR
MiniMUM TAX.—

(1) IN GENERAL.—Subsection (a) of section 57 (relating to 26 USC 57.
items of tax preference) is amended by adding at the end
thereof the following new paragraph:

“(8) EXCLUSION FOR GAINS ON SALE OF CERTAIN SMALL
BUSINESS STOCK.—An amount equal to one-half of the amount
ci.;%l;ged from gross income for the taxable year under section

(2) CONFORMING AMENDMENT.—Subclause (II) of section
53(d)X(1)(B)(ii) is amended by striking “and (6)” and inserting
“(6), and (8)".

(c) PENALTY FOR FAILURE To CompLy WITH REPORTING
REQUIREMENTS.—Section 6652 is amended by inserting before the
last subsection thereof the following new subsection:

“(k) FAILURE To MAKE REPORTS REQUIRED UNDER SECTION
1202.—In the case of a failure to make a report required under
section 1202(d)(1)(C) which contains the information required by
such section on the date prescribed therefor (determined with regard
to a.nsv extension of time for filing), there shall be paid (on notice
and demand by the Secretary anci in the same manner as tax)
by the person failing to make such report, an amount equal to
SEO for each report with respect to which there was such a failure.
In the case of any failure due to negligence or intentional disregard,
the Preceding sentence shall be applied by substituting ‘$100° for
‘¢50". In the case of a report covering periods in 2 or more years,
the penalty determined under preceding provisions of this sub-
section be multiplied by the number of such years.”

(d) CONFORMING AMENDMENTS.—

(1XA) Section 172(d)2) (relating to modifications with
respect to net operating loss deduction) is amended to read
as follows:

“(2) CAPITAL GAINS AND LOSSES OF TAXPAYERS OTHER THAN
CORPORATIONS.—In the case of a taxpayer other than a
corporation—

“(A) the amount deductible on account of losses from
sales or exchaniaa of capital assets shall not exceed the
amount includable on account of gains from sales or
exchanges of capital assets; and z

“(B) the exclusion provided by section 1202 shall not
be allowed.”

(B) Subparagraph (B) of section 172(d)(4) is amended by
inserting “, (2)(B),” after “Paragraph (1)”.

(2) Paragraph (4) of section 642(c) is amended to read
as follows:

“(4) ADJUSTMENTS.—To the extent that the amount other-
wise allowable as a deduction under this subsection consists
of gain described in section 1202(a), proper adjustment shall
be made for any exclusion allowable to the estate or trust
under section 1202. In the case of a trust, the deduction allowed
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26 USC 643.

26 USC 53 note.

by this subsection shall be subject to section 681 (relating
to unrelated business income).”

@3) P ph (3) of section 643(a) is amended by adding
at the end f the following new sentence: “The exclusion
under section 1202 ghall not be taken into account.”,

(4) Pamgrarh (4) of section 691(c) is amended by striking
“1201, and 1211” and inserting “1201, 1202, and 1211”,

(6) The second sentence of paragraph (2) of section 871(a)
is amended by inserting “such gains and losses shall be deter-
mined without regard to section 1202 and” after “except that”.

(6) The table of sections for part I of subchapter P of
chapter 1 is amended by ing after the item relating to
section 1201 the following new item:

“Sec. 1202. 50-percent exclusion for gain from certain emall business stock.”

(e) EFFECTIVE DATE.—The amendments made by this section
:I;higsll A:tpply to stock issued after the date of the enactment of

SEC. 13114. ROLLOVER OF GAIN FROM SALE OF PUBLICLY TRADED
SECURITIES INTO SPECIALIZED SMALL BUSINESS
INVESTMENT COMPANIES.

(a) IN GENERAL.—Part III of subchapter O of chapter 1 (relating
to common nontaxable exchanges) is amended by adding at the
end the following new section:

“SEC. 1044. ROLLOVER OF PUBLICLY TRADED SECURITIES GAIN INTO
SPECIALIZED SMALL BUSINESS INVESTMENT COMPA-
NIES.

“(a) NONRECOGNITION OF GAIN.—In the case of the sale of
any publicly traded securities with respect to which the taxpayer
elects the application of this section, gain from such sale shall
be i only to the extent that the amount realized on such
sale exceeds—

“(1) the cost of common stock or partnership interest

li:::l a tﬁpecialized sn&all usiﬂ::ess investment company p hed

y the taxpayer during the 60-day period beginning on

date of such sale, reduced b

“(2) any portion of sucg cost previously taken into account
i under this section. : ik or
is section shall not a to in which is treated as ordinary
income for purposes oft%l;aysubm.gm

“(b) LIMITATIONS.—

“(1) LIMITATION ON INDIVIDUALS.—In the case of an individ-
ual, the amount of gain which may be excluded under sub-
section (a) for any taxable year shall not exceed the lesser

of—
“(A) $50,000, or
“(B) $500,000, reduced by the amount of gain excluded
under subsection (a) for all preceding taxable years.
“(2) LIMITATION ON C CORPORATIONS.—In the case of a
C corporation, the amount of gain which may be excluded
under subsection (a) for any taxable year shall not exceed
the lesser of—
“(A) $250,000, or
“(B) $1,000,000, reduced by the amount of gain
excluded under subsection (a) for all preceding taxable
years.
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“(3) SPECIAL RULES FOR MARRIED INDIVIDUALS.—For pur-
poses of this subsection—

“(A) SEPARATE RETURNS.—In the case of a separate
return by a married individual, paragraph (1) shall be
applied bwbstituting $25,000° for ‘$50,008’ and ‘$250,000’
for ‘$500,000".

“(B) ALLOCATION OF GAIN.—In the case of any joint
return, the amount of Biaaum excluded under subsection (a)
for any taxable year be allocated equally between
the spouses for purposes of applying this subsection to
su ent taxable years.

“(C) MARITAL STATUS.—For purposes of this subsection,
marital status shall be determined under section 7703.
“(4) SPECIAL RULES FOR C CORPORATION.—For purposes of

this subsection—

“(A) all corporations which are members of the same
controlled group of corporations (within the meaning of
section 52(5[)-‘Lhall be treated as 1 taxpayer, and

“(B) any gain excluded under subsection (a) by a prede-
cessor of aniv C corporation shall be treated as having
been excluded by such C corporation.

“(c) DEFINITIONS AND SPECIAL RULES.—For purposes of this
section—

“(1) PUBLICLY TRADED SECURITIES.—The term ‘publicly
traded securities’ means securities which are traded on an
established securities market.

“(2) PURCHASE.—The term ‘purchase’ has the meaning
given such term by section 1043(b)4).

“(8) SPECIALIZED SMALL BUSINESS INVESTMENT COMPANY.—
The term ‘specialized small business investment company’
means any partnership or corporation which is licensed by
the Small Business Administration under section 301(d) of the
Small Business Investment Act of 1958 (as in effect on May
13, 1993).

“(4) CERTAIN ENTITIES NOT ELIGIBLE.—This section shall
not aé)ply to any estate, trust, partnership, or S corporation.
“(d) Basis ADJUSTMENTS.—If gain from any sale is not recog-
nized by reason of subsection (a), such gain ghall be applied to
reduce (in the order acquired) the basis for determining gain or
loss of any common stock or partnership interest in any speciali
small business investment company which is purchased by the
taxpayer during the 60 period described in subsection (a). This
subsection shall not apply for purposes of section 1202.”

(b) CONFORMING MENT.—Paragraph (24) of section
1016(a) is amended— 26 USC 1016.

(1) by striking “section 1043” and inserting “section 1043
or 1044”,

(2) by striking “section 1043(c)” and inserting “section
1043(c) or 1044(d), as the case may be”.

(c) CLERICAL AMENDMENT.—The table of sections for part III
of subchapter O of chapter 1 is amended by adding at the end
the following new item:

“Sec. 1044. Rollover of publicly traded securities gain into specialized small
business investment companies.”

(d) EFFECTIVE DATE.—The amendments made by this section 26 USC 1016
shall apply to sales on and after the date of the enactment of note,
this Act, in taxable years ending on and after such date.
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26 USC 56.

26 USC 56 note.

26 USC 179 note.

26 USC 146 note.

Subpart C—Modification to Minimum Tax
Depreciation Rules

SEC. 13115. MODIFICATION TO MINIMUM TAX DEPRECIATION RULES.

(a) ELIMINATION OF ACE DEPRECIATION ADJUSTMENT.—Clause
() of section 56(g)4XA) (relating to depreciation adjustments for
computing adjusted current earnings) 18 amended by adding at
the end thereof the following new sentence: “The p ing sentence
shall not apgly to any prope: laced in service after mber
31, 1993, and the depreciation deduction with respect to such pro
erty shall be determined under the rules of subsection (a)(1XA).”.

(b) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in paragraph (2), the
amendments made by this section shall apply to property placed
in service after December 31, 1993.

(2) COORDINATION WITH TRANSITIONAL RULES.—The amend-
ments made by this section shall not apﬁly to any property
to which paragraph (1) of section 56(a) of the Internal Revenue
Ehodrzo%f 1986 does not apply by reason of subparagraph (C)i)

ereof.

Subpart D—Increase in Expense Treatment for
Small Businesses

SEC. 18116. INCREASE IN EXPENSE TREATMENT FOR SMALL
BUSINESSES.

(a) GENERAL RULE.—Paragraph (1) of section 179(b) (relating
tg dollar limitation) is amendeﬁ by striking “$10,000” and inserting
“$17,500".

(b) EFFECTIVE DATE.—The amendment made by subsection (a)
shall apply to taxable years beginning after December 31, 1992.

Subpart E—Tax Exempt Bonds

SEC. 13121. HIGH-SPEED INTERCITY RAIL FACILITY BONDS EXEMPT
FROM STATE VOLUME CAP.

(a) IN GENERAL.—Paragraph (4) of section 146(g) (relating to
exemption for certain bo:fgin is amended by adding at the end
thereof the following flush sentence:
“Paragraph (4) s be applied without regard to ‘75 percent of
if all of the property to Ee financed by the net proceeds of the
issue is to be owned by a governmental unit (within the meaning
of section 142(b)X1)).”

(b) EFFECTIVE DATE.—The amendment made by subsection (a)
shall apply to bonds issued after December 31, 1993.

SEC. 13122. PERMANENT EXTENSION OF QUALIFIED SMALL ISSUE
BONDS.

(a) IN GENERAL.—Subparagraph (B) of section 144(a)(12) is
amended to read as follows:

“(B) BONDS ISSUED TO FINANCE MANUFACTURING FACILI-

TIES AND FARM PROPERTY.—Subparagraph (A) shall not

apply to any bond issued as part of an issue 95 percent

or more of the net proceeds of which are to be used to
provide—

“(i) any manufacturing facility, or
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“(ii) any land or property in accordance with sec-
tion 147(cX2).”

(b) EFFECTIVE DATE.—The amendment made by subsection (a)
shall apply to bonds issued after June 30, 1992.

(c) TMENT UNDER INDUCEMENT REGULATIONS.—If the 1-
year period specified in Treasury Regulation §1.103-8(a)X5) (as
in effect before July 1, 1993) or any successor tion would
(but for this subsection) expire after June 30, 1992, and before
.{s.szary 1, 1994, such period shall not expire before January 1,

PART III—EXPANSION AND SIMPLIFICATION
OF EARNED INCOME TAX CREDIT

SEC. 13131. EXPANSION AND SIMPLIFICATION OF EARNED INCOME
TAX CREDIT.

(a) GENERAL RULE.—Section 32 (relating to earned income
credit) is amended by striking subsections (a) and (b) and inserting
the following:

“(a) ALLOWANCE OF CREDIT.—

“(1) IN GENERAL.—In the case of an eligible individual
there shall be allowed as a credit against the tax imposeci
by this subtitle for the taxable year an amount equal to the
credit percentage of so much of the taxpayer’s earned income
for thet taxable year as does not exceed the earned income
amount.

“(2) LIMITATION.—The amount of the credit allowable to
a taxpayer under paragraph (1) for any taxable year shall
not exceed the excess (if any) of—

“(A) the credit percentage of the earned income
amount, over

“(B) the phaseout percentage of so much of the adjusted
gross income (or, if greater, the earned income) of the
taxpayfr for the taxable year as exceeds the phaseout
amount.

“(b) PERCENTAGES AND AMOUNTS.—For purposes of subsection

“(1) PERCENTAGES.—The credit percentage and the phase-
out percentage shall be determined as follows:
A) IN GENERAL.—In the case of taxable years begin-

ning after 1995:
I case of ligible . : The phaseout percentage
5 ﬂ;dxwdual‘:r::hm The credit percentage is: P o
1 qualifying child ........ 34 15.98
2 or more qualifying 40 21.06
children .........coioun
No qualifying children TS St 7.65

“(B) TRANSITIONAL PERCENTAGES FOR 1995.—In the case
of taxable years beginning in 1995:

In the case of an eligible . ... The phaseout percen
ek e i The credit percentage is: R oo

% qualifying child ........ % ggg
or more qualifying ;
children

No qualifying children  7.65 .....ccoscmemimmissssessene 7.65

26 USC 144 note.

26 USC 32.
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“(C) TRANSITIONAL PERCENTAGES FOR 1994.—In the case
of a taxable year beginning in 1994:

In the case of an eligible Y ;.. The phaseout percentage
e e r Pnioheble e credit percentage is: is:

1 qualifying child ....... 26.3 15.98

2 or more qunhfymg 30 17.68
children

No quah!‘ymg children  7.85 ...ccucccrciommssssecssssmissens 7.65

“(2) AMOUNTS.—The earned income amount and the phase-
out amount shall be determined as follows:
“(A) IN GENERAL.—In the case of taxable years begin-

ning after 1994:
In the f an eligible Th ed i =
S i ® garmed ICome T phaseout amount
1 qualifying child ........ $6,000 coocovcvrerversrersecsassseneee $11,000
2 or more quahfymg $8,425 .. $11,000
children .
No quahfymg children $4,000 .. $5,000
“(B) TRANSITIONAL AMOUNTS.—In the case of a taxable
year beginning in 1994:
In mof a:ﬁ:{hi_sibln The ummuln - tii’;?“m The phaseout amount is:
1 qualifying child ... $7,750 .ooveoccmrerscennriscsnnnn $11,000
2 or more qualifying $8,425 ........ccoivirincninnnn $11,000
children .......coosmiene
No qualifying children  $4,000 .......cccoerenrerererenrnens $5,000".
26 USC 32. (b) ELIGIBLE INDIVIDUAL.—Subparagraph (A) of section 32(c)(1)

(defining eligible individual) is amended to read as follows:
“(A) IN GENERAL.—The term ‘eligible individual’
means—-() dividual who h ualifying child fi
“(i) any indivi who has a qualifying child for
the taxable year, or
“(ii) any other individual who does not have a
qualifying child for the taxable year, if—

“(I) such individual’s ?nnclpal place of abode
ie in the United States for more than one-half
of such taxable year,

“(II) such individual (or, if the individual is
married, either the individual or the individual’s
spouse) ‘has attained age 25 but not attained age
65 before the close of the taxable year, and

“(III) such individual is not a dependent for
whom a deduction is allowable under section 151
to another taxpayer for any taxable year begi
in the same calendar year as such taxable year.

For urposes of the preceding sentence, marital status
be determined under section 7703.”
() INFI.ATION ADJUSTMENTS.—Section 32(i) (relating to inflation
adjustments) is amended—
(1) by striking paragraphs (1) and (2) and inserting the
following new paragraph:
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“(1) IN GENERAL.—In the case of any taxable year
after 1994, each dollar amount contained in subsection )(2
shall be increased by an amount equal to—
“(A) such dollar amount, multiplied by
“(B) the cost-of-living adjustment determined under
section 1(f)(3), for the calendar year in which the taxable
year begins, by substituting ‘calendar year 1993’ for ‘cal-
?;thar yegr o e h (3) agraph (2).
Y re eaxgnatmg aragra as (
(d) CONFORMING AMENDMENTS . p it ¥
(1) Subparag‘mph (D) of sactmn 32(cX3) is amended— 26 USC 32.
by striking “clause (i) or (ii)” in clause (iii) and

i.nserting “clause (1),
(B) by striking clause (ii), and
(C) by redesignating clause (iii) as clause (ii).

(2) Paragraph (3) of section 162(1) is amended to read
as follows:

“3) Cgoannwmou wrmf MEDICAL nsllil!ghcnou—
amount pai a er for insurance to w paragra;
(1) applies abﬁl not be taken into account in computing
;?&u?t allowable to the taxpayer as a deduction under section

a).”

(8) Section 213 is amended by striking subsection (f).

(4) Subsection (b) of section 3507 is amended b; t{ redemg'nat-
ing paragraghs (2) and (3) as parag'rall:;ha (3) and (4), respec
tively, and y inserting after paragraph (1) the fnllowmg new

agraph:

“2) certifies that the employee has 1 or more ing
chlldren (within the meaning of section 32(c)3)) for s taxable
year,”.

(5) Subparagraph (B) of section 350'?(c)(2) is amended by

striking clauses (1) and (ii) and inserting the following:

“(i) of not more than 60 percent of the credit
percentage in effect under section 32(b)1) for an
eligible individual with 1 qualifying child and with
earned income not in excess of the earned income
amount in effect under section 32(b)2) for such an
eligible individual, which

“(ii)) phases out at 60 percent of the phaseout
percentage in effect under section 32(bX1) for such
an eligible individual between the phaseout amount
in effect under section 32(b)2) for such an eligible
individual and the amount of earned income at which
the credit under section 32(a) phases out for such
an eligible individual, or”.

(6) Section 3507 is amended by adding at the end thereof
the following new subsection:

“(f) INTERNAL REVENUE SERVICE NOTIFICATION.—The Internal
Revenue Service shall take such steps as may be appropriate to
ensure that taxpayers who have 1 or more q children
and who receive a refund of the credit under section 32 are aware
of the availability of earned income advance amounts under this
section.”

(e) EFFECTIVE DATE.—The amendments made by this section 26 USC 32 note.
shall apply to taxable years beginning after December 31, 1993.
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26 USC 143.

PART IV—-INCENTIVES FOR INVESTMENT IN
REAL ESTATE

Subpart A—Extension of Qualified Mortgage
Bonds and Low-Income Housing Credit
SEC. 13141, PERMANENT EXTENSION OF QUALIFIED MORTGAGE
BONDS.

(a) IN GENERAL.—Paragraph (1) of section 143(a) (defining
qualified mortgage bond) is amended to read as follows:

“(1) QUALIFIED MORTGAGE BOND DEFINED.—For ses
of this title, the term ‘qualified mortgage bond’ means a bond
which is issued as part gf a qualified mortgage issue.”

(b) MORTGAGE CREDIT CERTIFICATES.—Section 25 is amended
by striking subsection (h) and by redesignating subsections (i) and
(igas subsections (h) and (i), respectively.

(¢c) TREATMENT OF RESALE PRICE CONTROL AND SUBSIDY LIEN
PROGRAMS.—Subsection (k) of section 143 is amended by adding
at the end thereof the following new paragraph:

“(10) TREATMENT OF RESALE PRICE CONTROL AND SUBSIDY

LIEN PROGRAMS.—

“(A) IN GENERAL.—In the case of a residence which
is located in a high housing cost area (as defined in section
143(fX5)), the interest of a governmental unit in such resi-
dence by reason of financing provided under any qualified

rogram shall not be taken into account under this section
aather than subsection (m)), and the acquisition cost of
the residence which is taken into account under subsection
(e) shall be such cost reduced by the amount of such financ-

“(B) QUALIFIED PROGRAM.—For purposes of subpara-
graph (A), the term ‘qualified program’ means any govern-
mental program providing mortgage loans (other 1st
mortgage loans) or grants—

“(i) which restricts (throughout the 9-year period
beginning on the date the financing is provided) the
resale of the residence to a purchaser qualifying under
this section and to a u]:nce determined by an index
that reflects less than the full amount of any apprecia-
tion in the residence’s value, or

“(ii) which provides for deferred or reduced interest
payments on such financing and grants the govern-
&mental unit a share in the appreciation of the resi-

ence,

but only if such financing is not provided directly or

ngecfifé through the use of any tax-exempt private activ-

ity bond.
(d) FINANCING ALLOWED FOR CONTRACT FOR DEED AGREE-

MENTS.—

(1) IN GENERAL.—Paragraph (2) of section 143(d) (relating
to exceptions to 3-year requirement) is amended—

(A) by striking “and” at the end of subparagraph (A),

d(B) by adding “and” at the end of subparagraph (B),
an

(C) by inserting after subparagraph (B) the following
new subparagraph:
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“(C) financing with respect to land described in sub-

section ,Ei)(l)(C) and the construction of any residence
ereon. :

(2) EXCEPTION TO NEW MORTGAGE REQUIREMENT.—Para-

graph (1) of section 143(i) (relating to mor?ﬂ es must be new

mortgages) is amendﬁd by adding at the end thereof the follow-

ing new subparagraph:
“(Cfaﬁxcnpnon FOR CERTAIN CONTRACT FOR DEED
AGREEMENTS.—
“(i) IN GENERAL.—In the case of land possessed
under a contract for deed by a mo r—
“I) whose principal residence (within the
medaning of section 1034) is located on such land,
an

“(IT) whose family income (as defined in sub-
section (f)(2)) is not more than 50 percent of
applicable median family income (as defined in
subsection (f)}(4)),

the contract for deed shall not be treated as an existing
mor% e for purposes of subparagraph (A).

ii)) CONTRACT FOR DEED DEFINED.—For purposes
of this st;l;ﬁara ph, the term ‘contract for deed’
means a er- ced contract for the conveyance
of land under which—

“(I) legal title does not pass to the purchaser
until the consideration under the contract is fully
paid to the seller, and

“II) the seller’s remedy for nonpayment is
g.'rfeiture rather than judicial or nonjudicial fore-

osure.”

(3) ACQUISITION COST INCLUDES COST OF LAND.—Clause
(iii) of section 143(k)3)B) is amended by inserting “(other
1;“33”1’“‘1 described in subsection (i)(1)XC)i))” after “cost of

(e) FINANCING OF NEW 2-FAMILY RESIDENCES PERMITTED.—
Paragra&h (7) of section 143(k) is amended by adding at the end
thereof the following flush sentence:

“Sub aph (B) shall not apply to any 2-family residence

if the residence is a targeted area residence and the family

%g(cg;x(lﬁ)gf the mortgagor meets the requirement of subsection

(f) EFFECTIVE DATES.—

(1) BoNDS.—The amendment made by subsection (a) shall
apply to bonds issued after June 30, 1992. :

(2) CERTIFICATES.—The amendment made by subsection
(b) shall apply to elections for periods after June 30, 1992.

(3) SUBSECTIONS (¢) AND (e).—The amendments made b
subsections (c) and (e) shall apply to qualified mortgage bon
issued and mortgage credit certificates provided on or after
the date of enactment of this Act.

(4) CONTRACT FOR DEED AGREEMENTS.—The amendments
made by subsection (d) shall apply to loans originated and
c?tidxiit Ko;:ﬁﬁcates provided after the date of the enactment
of this Act.

SEC. 18142, LOW-INCOME HOUSING CREDIT.
(a) PERMANENT EXTENSION.—

26 USC 143.

26 USC 143 note.
26 USC 25 note.

26 USC 143 note.

26 USC 143 note.
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(1) IN GENERAL.—Section 42 (relating to low-income hous-
ing credit) is amended by striking subsection (o).

(2) EFFECTIVE DATE.—The amendment made by paragraph
(1) shall apply to periods ending after June 30, 1992.

(b) MODIFICATIONS.—

(1) HOUSING CREDIT AGENCY DETERMINATION OF REASON-
ABLENESS OF PROJECT COSTS.—Subparagraph (B) of section
42(m)2) (relating to credit allocated to building not to exceed
amount necessary to assure project feasibility) is amended—

(A) by striking “and” at tlJ)e end of clause (ii),
(B) by atnkmg the period at the end of clause (iii)
and inserting “ and”, and
» (C) by inserting after clause (iii) the following new
clause:
“(iv) the reasonableness of the developmental and
operational costs of the project.”

(2) UNITS WITH CERTAIN FULL-TIME STUDENTS NOT DISQUALI-
nED.——Suhmaph (D) of section 42(i)3) (defining low-income
unit) is ame to read as follows:

“D) CERTAIN STUDENTS NOT TO DISQUALIFY UNIT.—

A unit shall not fail to be treated as a low-income unit

merely because it is occupied—

“(i) by an individual who is—

“(I) a student and receiving assistance under
title IV of the Social Security Act, or

“(II) enrolled in a job training program receiv-

ing assistance under the Job Part.nerzl;:ﬁ
ﬁct or under other similar Federal, State, or 1
w8, or

“(ii) entirely by full-time students if such students

are—
“(I) single parents and their children and such
nts and children are not dependents (as
efined in section 152) of another individual, or
“(II) married and file a joint return.”

(3) TREASURY WAIVERS OF CERTAIN DE MINIMIS ERRORS AND
RECERTIFICATIONS.—Subsection (g) of section 42 (relating to
qualified low-income housing projects) is amended by adding
at the end thereof the following new paragraph:

“(8) WAIVER OF CERTAIN DE MINIMIS ERRORS AND
RECERTIFICATIONS.—On application by the taxpayer, the Sec-
retary waive—

“(A) any recapture under subsection (j) in the case

of any de minimig error in complying with paragraph (1),

or

“(B) any annual recertification of tenant income for

P of this subsection, if the entire building is occu-

pied by low-income tenants.”

(4) DISCRIMINATION AGAINST TENANTS PROHIBITED.—Section
42(h)X6XB) (defining extended low-income housing commitment)
is amended by redesignating clauses (iv) and (v) as clauses
(v) and (vi) and by inserting after clause (iii) the following
new clause:

“(iv) which prohibits the refusal to lease to a holder
of a voucher or certificate of eligibility under section
8 of the United States Housing Act of 1937 because
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gt‘ lge status of the prospective tenant as such a
older,”.
(5) HOME ASSISTANCE NOT TO RESULT IN CERTAIN BUILD-
INGS BEING FEDERALLY SUBSIDIZED.—Par a{-h (2) of section
42(i) (relating to determination of whether building is federally 26 USC 42.
subsidized) is amended by adding at the end thereof the follow-

ing new subparagraph:
“(E?%rmwmes RECEIVING HOME ASSISTANCE.—
“(i) IN GENERAL.—Assistance provided under the
HOME Investment Partnershi (as in effect on
the date of the enactment of this subparagraph) with
respect to any building shall not be taﬂen into account
under subparagraph (D) if 40 nt or more of the
residential units in the building are occupied by
individuals whose income is 50 percent or less of area
median gross income. Subsection (d¥5)XC) shall not
appﬁr to any building to which the preceding sentence
applies. .
“(ii) SPECIAL RULE FOR CERTAIN HIGH-COST HOUS-
ING AREAS.—In the case of a building located in a
city described in section 142(d)6), clause (i) shall be
applied by substituting ‘256 percent’ for ‘40 percent’.”
(6) EFFECTIVE DATES.— 26 USC 42 note.
(A) IN GENERAL.—Except as provided in subparagraphs
(B) gn:lof), the amendments made by this subsection shall
a
2 (i) determinations under section 42 of the Internal
Revenue Code of 1986 with respect to housing credit
dollar amounts allocated from State housing credit ceil-
ings after June 30, 1992, or
(ii) buildings placed in service after June 30, 1992,
to the extent paragraph (1) of section 42(h) of such
Code does not apply to any building by reason of para-
graph (4) thereof, but only with respect to bonds issued
after such date.
(B) WAIVER AUTHORITY AND PROHIBITED DISCRIMINA-
TION.—The amendments made by paragraphs (3) and (4)
ih;ta]] take effect on the date of the enactment of this

(C) HOME ASSISTANCE.—The amendment made by
paragraph (2) shall apply to periods after the date of the
enactment of this Act.

(c) ELECTION TO DETERMINE RENT LIMITATION BASED ON NUM- 26 USC 42 note.
BER OF BEDROOMS AND DEEP RENT SKEWING.—

(1) In the case of a building to which the amendments
made by subsection (e}(1) or (n)}(2) of section 7108 of the Reve-
nue Reconciliation Act of 1989 did not apply, the taﬁayer
may elect to have such amendments apply to such building
if the taxpayer has met the requirements of the procedures
described in section 42(m)(1)B)iii) of the Internal Revenue
Code of 1986.

(2) In the case of the amendment made by such subsection
(eX1), such election shall apgly only with respect to tenants
ﬁlrst occupying any unit in the building after the date of the
election.

(3) In the case of the amendment made by such subsection
(n)2), such election shall apply only if rents of low-income
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tenants in such building do not increase as a result of such

election.
(4) An election under this subsection may be made only
uring the 180-day period onthadateoftheenact—
ment of this Act and, once ma be irrevocable.

Subpart B--Paasive Loss Rules

SEC. 13148. APPLICATION OF PASSIVE LOSS RULES TO RENTAL REAL

ESTATE ACTIVITIES.

(a) RENTAL REAL ESTATE ACTIVITIES OF PERSONS IN REAL PROP-

ERTY BUSINESS NOT AUTOMATICALLY TREATED AS PASSIVE ACTIVI-
26 USC 469. TIES.—Subsection (c) of section 469 (defining passive activity) is
amended“:)_f adding at the end thereof the following new paragraph:

) SPECIAL RULES FOR TAXPAYERS IN REAL PROPERTY BUSI-

“(A) IN GENERAL.—If this paragraph applies to any
taxpayer for a taxable ]:):e
“(i) paragraph (2) shall not appl;0 to any rental
real estgt.e activity of such taxpayer for such taxable
year, an
“(ii) this section shall be applied as if each interest
of the taxpayer in rental rea.f estate were a separate

Notmthst?ndmg clause (ii), a taxpayer may elect to treat
all interests in rental real estate as one actmty Nothing
in the precedin, provmuns of this subp m?raph shall be
construed as termlemngl determmate tt:llg whetl:gr the
taxpayer ma participates with respect an;
mterei: in a hmtzd partneprashlp as a limited partnely

“(B) TAXPAYERS TO WHOM PARAGRAPH APPLIES.—This

%myaph shall apply to a taxpayer for a taxable year

“(i) more than one-half of the personal services

rformed in trades or businesses by the taxpayer

uring such taxable year are performed in real prop-

erty trades or buamesses in which the taxpayer materi-

ally Earhmpatea and

such taxpayer performs more than 750 hours

of semees during the taxable year in real property

trades or businesses in which the taxpayer materially

articipates.

In e case of a joint return, the uirements of the

sentence are satisfied if and o y if either spouse

aaparata satisfies such requirements. For purposes of the

neeedmg sentence, activities in which a spouse materially
participates shall be determined under subsection (h).

“(C) REAL PROPERTY TRADE OR BUSINESS.—For 8
of this paragraph, the term ‘real property trade or business’
means any real property development, redevelopment,
construction, reconstruction, acquisition, conversion, rental,
operatmn, management, leasing, or brokerage trade or busi-

“(D) SPECIAL RULES FOR SUBPARAGRAPH (B).—

“(i) CLOSELY HELD C CORPORATIONS.—In the case
of a closely held C co tion, the requirements of
subparagraph (B) shall be treated as met for any tax-



PUBLIC LAW 103-66—AUG. 10, 1993 107 STAT. 441

able year if more than 50 percent of the gross receipts
of such corporation for such taxable year are derived
from real property trades or busmesses in which the
corporation materally participates.
“(i1) P%RSO;\I'AL SERVLC?% AS AN EMPLOYEE.—For
urposes of subparagrap ), personal services per-
?ormed as an employee shall not be treated as
formed in real property trades or businesses.
P sentence shn]i not apply if such employee
18 a 5-percent owner (as defined in section 416(1)?1)(’1'!))
in the employer
v 081;1;) . h (2) f 469(c) i ded by I;nkmg
aragrap 0 sectmn c) is amen 8 26 USC 469.
“The” and inserting “Except as provided in paragraph (7), the”.
(2) Clause (iv) of section 469(iX3)E) is amended by insert-
gg “or any loss allowable by reason of subsection (c)(7)” after

(¢) EFFECTIVE DATE.—The amendments made by this section 26 USC 469 note.
shall apply to taxable years beginning after December 31, 1993.

Subpart C—Provisions Relating to Real Estate
Investments by Pension Funds

SEC. 13144. REAL ESTATE PROPERTY ACQUIRED BY A QUALIFIED
ORGANIZATION.

(a) MODIFICATIONS OF EXCEPTIONS.—Paragraph (9) of section
514(c) (relatin t.oreal property acquired by a ified organization)
mubamended adding at the end thereo the following new

paragraphs

“{G) SPECIAL RULES FOR PURPOSES OF THE EXCEP-
TIONS.—Except as otherwise provided by regulations—

“(i) SMALL LEASES DISREGARDED.—For purposes of

clauses (iii) and (iv) of subparagraph (B), a lease to

a person described in such clause (iii) or (w) shall

be disre, if no more than 25 percent of the
leasable floor s ace m a building (or complex of build-
ings) is cove the lease and if the lease is on

commercially reasonable terms.

“(ii) COMMERCIALLY REASONABLE FINANCING.—
Clause (v) of subparagraﬁh (B) shall not apply if the
financing is on comme y reasonable terms.

“(H) QUALIFYING SALES BY FINANCIAL INSTITUTIONS,—

“(1) IN GENERAL.—In the case of a qualifying sale
by a financial institution, except as provlded in
tions, clauses (i) and (ii) of subparagraph (B) ahall
not apply with respect to financing provided by such
institution for such sale.

“(ii) QUALIFYING SALE.—For purposes of this
clausl? there is a qualifying sale by a financial institu-
tion if—

“(I) a qualified organization acquires property
described in clause (ns from a financial institution
and any gain reeogmzed by the financial institu-
tion with respect to the property is ordinary
income,

"(II) the stated principal amount of the financ-
ing provided by the financial institution does not
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exceed the amount of the outstanding indebtedness
(including accrued but unpaid interest) of the
financial institution with respect to the property
described in clause (iii) immediately before the
acquisition referred to in clause (iii) or (v), which-
ever is applicable, and
“a ﬂa:afresent value (determined as of the
time of the sale and by using the applicable Fed-
eral rate determined under section 1274(d)) of the
maximum amomable pursuant to the financ-
ing that is determi by reference to the revenue,
income, or profits derived from the property cannot
exceed 30 percent of the total purchase price of
the pro (including the contingent payments).
“(ii) PERTY TO WHICH SUBPARAGRAPH
APPLIES.—Property is described in this clause if such
prll:iperty is foreclosure property, or is real property
W

“(I) was acquired by the qualified o; ization
from a financial institution whigamiza in
conservatorship or receivership, or from the con-
servator or receiver of such an institution, and

“(II) was held by the financial institution at
the time it entered into conservatorship or
receivership.

“(iv) FINANCIAL INSTITUTION.—For purposes of this
subparagraph, the term ‘financial institution’ means—

“(I) any financial institution described in sec-
tion 581 or 591(a),

“(II) any other corporation which is a direct
or indirect subsidiary of an institution referred
to in subclause (I) but only if, by virtue of being
affiliated with such institution, such other corpora-
tion is subject to supervision and examination by
a Federal or State agency which regulates institu-
tions referred to in subclause (I), an

“(IIT) any person acting as a conservator or
rect(ell}r)eli of an entity refe:;red to in subclauseti(l)
or or any government agency or corporation
succeeding to the rights or interest of suchrl;.;rson).
“(v) FORECLOSURE PROPERTY.—For purposes of this

subparagraph, the term ‘foreclosure property’ means

any property acquired by the financial institution
as the result of having bid on such property at fore-
closure, or by operation of an :]greement or process
of law, after there was a default (or a default was
immine::,l,t.) on indebtedness which such property

26 USC 514. (b) CONFORMING AMENDMENT.—Paragraph (9) of section 514(c)
is amended—

(1) by adding the following new sentence at the end of
subparagraph (A): “For purposes of this paragraph, an interest
in c‘li mortgage shall in no event be treated as real property.”,
an

2) by striking the last sente f sub h (B).
26 USC 514 note. (© E%Emm._ ntence of subparagraph (B)
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(1) IN GENERAL.—The amendments made by this section
shall apg!y to acquisitions on or after January 1, 1994,

(2) SMALL LEASES.—The provisions of section 514(c}9XGXi)
of tllae Inbetznalhiztﬁa\gnue Code of 19186]:. shall, in igddit.ion to
any leases to w e provisions apply by reason o! agra
(1), apply to leases entered into on or r Januarypa{, 19&

SEC. 13145. REPEAL OF SPECIAL TREATMENT OF PUBLICLY TREATED
PARTNERSHIPS.

(a) GENERAL RULE.—Subsection (c) of section 512 is amended— 26 USC 512.
(1) by striking paragraph (2),
(2) by redesignating pa.ra%'a h (3) as ),Parag'raph (2), and
i (33633 8 M JHMP 1) or (2 4 (iix)”paramph (2)
as so redesigna inserting “paragra; 2
(b) EFFECTIVE DATE.—The amen?mants l::.-mde by subsection 26 USC 512 note.
(la)lgh’éill apply to partnership years beginning on or after January

SEC. 13146. TITLE-HOLDING COMPANIES PERMITTED TO RECEIVE
SMALL AMOUNTS OF UNRELATED BUSINESS TAXABLE
INCOME.

(a) GENERAL RU'LE.—Paragaph (25) of section 501(c) is
amended by adding at the end thereof the following new subpara-

graph:
“(G)i) An organization shall not be treated as faili
to be described in this paragraph merely by reason o
the receipt of any otherwise disqualifying income which
is incidentally derived from the holding of real property.
“(ii) Clause (i) shall not apply if the amount of
income described in such clause exceeds 10 percent of the
organization’s gross income for the taxable year unless
the organization establishes to the satisfaction of the Sec-
retary that the receipt of gross income described in clause
(i) in excess of such limitation was inadvertent and reason-
able steps are being taken to correct the circumstances
iving rise to such income.”

(b) CONFORMING AMENDHENT.——Par::E:atph (2) of section 501(c)
is amended by adding at the end thereof ollowing new sentence:
“Rules similar to the rules of subpara%'a”ph (G) of paragraph (25)
shall apply for purposes of this paragradp X

(c) EFFECTIVE DATE.—The amendments made by this section 26 USC 501 note.
shall apply to taxable years beginning on or after January 1, 1994.

SEC. 13147. EXCLUSION FROM UNRELATED BUSINESS TAX OF GAINS
FROM CERTAIN PROPERTY.

(a) GENERAL RULE.—Subsection (b) of section 512 (relating
to modifications) is amended by adding at the end thereof the

following new graph:
“(16)(A) Notwithstanding paragraph (5XB), there shall be
excluded all tga.ms or losses from the sale, exci'lange, or other
idfisposit,ion of any real property described in subparagraph (B)

“(i) such property was acquired by the organization
m—
“(I) a financial institution described in section 581

or 591(a) which is in conservatorship or receivership,
or .
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26 USC 512 note.

26 USC 512.

26 USC 512 note.

“(II) the conservator or receiver of such an institu-
tion (or any government agency or corporation succeed-
ing to the rights or interests of the conservator or
receiver),

“(ii) such property is designated by the organization
within the 9-month period beginning on the date of its
acquisition as property held for sale, except that not more
than one-half (by value determined as of such date) of
property acquired in a single transaction may be so
designated,

“(iii) such sale, exchange, or disposition occurs before
the later of—

“I) the date which is 30 months after the date
of the acquisition of such property, or

“(II) the date specified by the Secretary in order
to assure an orderly disposition of property held by
persons described in subparagraph (A), and
“(iv) while such property was held by the organization,

the aggregate expenditures on improvements and develop-

ment activities included in the basis of the property are

(or were) not in excess of 20 percent of the net selling

price of such property.

“(B) Property is described in this subparagraph if it is
real property which—

“(i) was held by the financial institution at the time
it entered into conservatorship or receivership, or

“(ii)) was foreclosure property (as defined in section
514(c)(9)(HXv)) which secured indebtedness held by the
financial institution at such time.

For purposes of this subparagraph, real property includes an

interest in a mortgage.”

(b) EFFECTIVE DATE.—The amendment made by subsection (a)
shall apply to property acquired on or after January 1, 1994,

SEC. 13148. EXCLUSION FROM UNRELATED BUSINESS TAX OF CER-
TAIN FEES AND OPTION PREMIUMS.

(a) LoAN COMMITMENT FEES.—Paragraph (1) of section 512(b)
(relating to modifications) is amended by inserting “amounts
received or accrued as consideration for entering into agreements
to make loans,” before “and annuities”.

(b) OPTION PREMIUMS.—The second sentence of section 512(b)5)
is amended—

(1) by striking “all gains on” and inserting “all gains or
losses recognized, in connection with the organization’s invest-
ment activities, from”,

(2) by striking “, written by the organization in connection
with(:ist)s ]iJnvestment activitieasl,” and S l

y inserting “or re roperty an gains or losses
from the forfeiture of good-fafth deposits (that are consistent
with established business practice) for the purchase, sale, or
lease of real property in connection with the organization’s
investment activities” before the period.

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply to amounts received on or after January 1, 1994.
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SEC. 13148. TREATMENT OF PENSION FUND INVESTMENTS IN REAL
ESTATE INVESTMENT TRUSTS.

(a) GENERAL RULE.—Subsection (h) of section 856 (relating 26 USC 856.
to closely held determinations) is amended by adding at the end
thereof the following new paragraph:

“(3) TREATMENT OF TRUSTS DESCRIBED IN SECTION 401(8).—

“(A) LOOK-THRU TREATMENT.—

“(i) IN GENERAL.—Except as provided in clause
(ii), in determining whether the stock ownership
requirement of section 542(a)(2) is met for purposes
of paragraph (1)(A), any stock held by a quali trust
shall be treated as held directly by its beneficiaries
in proportion to their actuarial interests in such trust
and shall not be treated as held by such trust.

“i1) CERTAIN RELATED TRUSTS NOT ELIGIBLE.—
Clause (i) shall not apply to any qualified trust if
one or more disqualified persons (as defined in section
4975(e)(2), without regard to subparagraphs (B) and
(I) thereof) with respect to such qualified trust hold
in the aggregate 5 percent or more in value of the
interests in the real estate investment trust and such
real estate investment trust has accumulated earnings
and profits attributable to any period for which it
did not qualify as a real estate investment trust.

“(B) COORDINATION WITH PERSONAL HOLDING COMPANY
RULES.—If any entity qualifies as a real estate investment
trust for any taxable year by reason of subparagraph (A),
such entity shall not be treated as a personal holding
company for such taxable year for purposes of part II
of subchapter G of this chapter.

“C) TMENT FOR PURPOSES OF UNRELATED BUSI-
NESS TAX.—If any qualified trust holds more than 10 per-
cent (by value) of the interests in any pension-held REIT
at any time during a taxable year, the trust shall be
treated as having for such taxable year gross income from
an unrelated trade or business in an amount which bears
the same ratio to the aggregate dividends paid (or treated
as paid) by the REIT to the trust for the taxable year
of the REIT with or within which the taxable year of
the trust ends (the ‘REIT year’) as—

“@i) the gross income (less direct expenses related
thereto) of the REIT for the REIT year from unrelated
trades or businesses (determined as if the REIT were
a qualified trust), bears to

“(ii) the gross income (less direct expenses related
thereto) of the REIT for the REIT year.

This subparagraph shall apply only if the ratio determined
under the preceding sentence is at Kaast 5 percent.

“(D) PENSION-HELD REIT.—The purposes of subpara-
graph (C)—

“(i) IN GENERAL.—A real estate investment trust
is a pension-held REIT if such trust would not have

ualified as a real estate investment trust but for
e provisions of this paragraph and if such trust is
predominantly held by qualified trusts.
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26 USC 856 note.

26 USC 108.

“(ii) PREDOMINANTLY HELD.—For purposes of
clause (i), a real estate investment trust is predomi-
nantly held by qualified trusts if—

“I) at least 1 qualified trust holds more than

25 percent (by value) of the interests in such real

estate investment trust, or

“II) 1 or more qualified trusts (each of whom
own more than 10 percent by value of the interests
in such real estate investment trust) hold in the
aggregate more than 50 percent (by value) of the
interests in such real estate investment trust.

“(E) QUALIFIED TRUST.—For purposes of this para-
graph, the term ‘qualified trust’ means any trust described
mn ?ection 401(a) and exempt from tax under section
501(a).”

(b) EFFECTIVE DATE.—The amendment made by this section
shall apply to taxable years beginning after December 31, 1993.

Subpart D—Discharge of Indebtedness

SEC. 13150. EXCLUSION FROM GROSS INCOME FOR INCOME FROM DIS-
CHARGE OF QUALIFIED REAL PROPERTY BUSINESS
INDEBTEDNESS.

(a) IN GENERAL.—Paragraph (1) of section 108(a) (relating to
income from discharge of indebtedness) is amended by striking
“or” at the end of subﬁaragraph (B), by striking the period at
the end of subparagraph (C) and inserting “, or”, and by adding
at the end the following new subparagraph:

“(D) in the case of a taxpayer other than a C corporation,
the indebtedness discharged 1s qualified real property business
indebtedness.”

(b) QUALIFIED REAL PROPERTY BUSINESS INDEBTEDNESS.—Sec-
tion 108 is amended by inserting after subsection (b) the following
new subsection:

“(c) TREATMENT OF DISCHARGE OF QUALIFIED REAL PROPERTY
BUSINESS INDEBTEDNESS.—

“(1) BASIS REDUCTION.—

“(A) IN GENERAL.—The amount excluded from gross
income under subparagraph (D) of subsection (a)(1) shall
be applied to reduce the basis of the depreciable real prop-
erty of the taxpayer.

“(B) CROSS REFERENCE.—For Erovisions making the
reduction described in subparagraph (A), see section 1017.
“(2) LIMITATIONS.—

“(A) INDEBTEDNESS IN EXCESS OF VALUE.—The amount
excluded under subparagraph (D) of subsection (a)(1) with
respect to any qualified real 1¥mpm't.y business indebtedness
shall not ex the excess (if any) of—

“(i) the outstandin, p}»)rincipal amount of such
indebtedness (immediately before the discharge), over

“(ii) the fair market value of the real property
described in paragraph (8)(A) (as of such time), reduced
by the outstanding principal amount of any other quali-
fied real property business indebtedness secured by
such property (as of such time).

“(B) OVERALL LIMITATION.—The amount excluded
under subparagraph (D) of subsection (a)(1) shall not exceed
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the aggregate adjusted bases of depreciable real property
(g0 ek i s Bt ieis Tibes Gt i
y r immediately ore the

(other than depremaﬁe rea] property acquired in con-

templation of such discharge

“(3) QUALIFIED REAL PROPERTY BUSINESS INDEBTEDNESS.—
The term ‘qualified real property business indebtedness’ means
indebtedness which—

“(A) was incurred or assumed by the taxpayer in
connection with real property used in a trade or business
and is secured by such real property,

“(B) was incurred or assumed before January 1, 1993,
or if incurred or assumed on or after such date, is
acquisition indebtedness, and

“(C) with respect to which such taxpayer makes an
election to have this paragraph apply.

Such term shall not include qualified farm indebtedness.
Indebtedness under sub aph (B) shall include indebted-
ness resulting from the ing of indebtedness under
subparagraph (B) (or this sentence), but only to the extent
it s not exceed the amount of the indebtedness being
refinanced.

“(4) QUALIFIED ACQUISITION INDEBTEDNESS.—For p
of paragraph (3)(B) the term ‘qualified acquisition indebted-
ness’ means, with respect to any real property described in
paragraph (3)(A), indebtedness incurred or assumed to acquire,
construct, remnstm.ct, or substantially improve such property.

“(6) REGULATIONS.—The Secretary shall issue such regula-
tions as are necessary to carry out this subsection, including
regulations preventing the abuse of this subsection through
cross-collateralization or other means.”

(c) TECHNICAL AMENDMENTS.—

(1) Subparagraph (A) of section 108(a)2) is amended by 26 USC 108.
striking “and (C)” and inserting “, (C), and (D)".

(2) Subparagraph (B) of section 108(a)(2) is amended to
read as follows:

“(B) INSOLVENCY EXCLUSION TAKES PRECEDENCE OVER
QUALIFIED FARM EXCLUSION AND QUALIFIED REAL PROPERTY
BUSINESS EXCLUSION.—Subparagraphs (C) and (D) of para-
graph (1) shall not apply to a discharge to the extent
the taxpayer is insolvent.”

(3) Subsection (d) of section 108 is amended—

(A) by striking “subsections (a), (b), and (g)” in para-
(g'z;aphx;xi EG))” and (7XA) and inserting “subsections (a), (b),
c), and (g)”,

(B) by striking “SUBSECTIONS (a), (b), AND (g)” in the
su!;section heading and inserting “CERTAIN PROVISIONS”,
an

(C) by striking “SUBSECTIONS (a), (b) AND (g)” in _the
headings of paragraphs (6) and (7)(A) and inserting “CER-
TAIN PROVISIONS”.

(4) Subparagraph (B) of section 108(d)X7) is amended by
adding at the end thereof the following new sentence: “The
p ing sentence shall not apply to any discharge to the
extent that subsection (a)(1X(D) applies to such discharge.”
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(5) Subparagraph (A) of section 108(d)X9) is amended by
inserting “or under paragraph (3)B) of subsection (c)” after
“subsection (b)”.

(6) P. ph (2) of section 1017(a) is amended by striking
“or (bX5)” and inserting “, (bX5), or (cX1)".

(7) Subparagraph (A) of section 1017(bX3) is amended by
inserting “or (cX1)” after “subsection (bX5)”.

(8) ion 1017(bX3) is amended by adding at the end
the following new subparagraph:

“(F) SPECIAL RULES FOR QUALIFIED REAL PROPERTY
BUSINESS INDEBTEDNESS.—In the case of any amount which
under section 108(c)1) is to be applied to reduce basis—

“(i) depreciable property shall onl{ include depre-

?i-:‘l;l(eci'eal property for purposes of subparagraphs (A)

“(ii) subparagraph (E) shall not apply, and

“(iii) in the case of property taken into account
under section 108(c)X2XB), reduction with respect
to such property shall be made as of the time imme-
diately before disposition if earlier than the time under

subsection (a).”

9 P aph (1) of section 703(b) is amended by al:rl.kh):,g
“subsection (b)X5)” and inserting “subsection (b)5) or (cX3)".
(d) EFFECTIVE DATE.—The amendments made by this section

shall apply to discharges after December 31, 1992, in taxable years
ending after such date.

Subpart E—Increase in Recovery Period for
Nonresidential Real Property

SEC. 13151. INCREASE IN RECOVERY PERIOD FOR NONRESIDENTIAL

REAL PROPERTY.
(a) GENERAL RULE.—Paragraph (1) of section 168(c) (relating

to applicable recovery period) is amended by striking the item
relat?.ng to nonresidential real property and inserting the following:

26 USC 168 note.

“Nonresidential real property 39 years.”.

(b) EFFECTIVE DATE.—
(1) IN GENERAL.—Except as provided in paragraph (2), the
amendment made by subsection (a) shall apply to property
placed in service by the taxpayer on or after May 13, 1993,
£ 1112) f:xcml'rl(:on.—Th;;t;mglgalepta made bby t{;lhm section
) not apply to property p in service by the taxpayer
before Jan: 1, 1994, if— i
(A) taxpayer or a qualified person entered into
a binding written contract to purchase or construct such
property before May 13, 1993, or
(B) the construction of such property was commenced
b, wlaﬁtiggtge taxpayer or a qualified person before
y 13, .
For purposes of this paragraph, the term “qualified person”
means any person who transfers his rights in such a contract
or such property to the taxpayer but only if the property is
not placed in service by such person before such rights are
transferred to the taxpayer.
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PART V—LUXURY TAX

SEC. 13161. REPEAL OF LUXURY EXCISE TAXES OTHER THAN ON PAS-
SENGER VEHICLES.

(a) IN GENERAL.—Subchapter A of chapter 31 (relating to retail
excise taxes) is amended to read as follows:

“Subchapter A—Luxury Passenger Automobiles

. o t as 3 price,
“Sec. 4003. Special rules. 5 -

“SEC. 4001. IMPOSITION OF TAX.

“(a) IMPOSITION OF TAX.—There is hereby imposed on the 1st
retail sale of any passenger vehicle a tax equal to 10 percent
qéo thoc‘z;0 price for which so sold to the extent such price exceeds

“(b) PASSENGER VEHICLE.—

“(1) IN GENERAL.—For purposes of this subchapter, the
term ‘passenger vehicle’ means any 4-wheeled vehicle—

“(A) which is manufactured Jmmanly for use on public
streets, roads, and highways, an

“(B) which is rated at 6,000 pounds unloaded gross
vehicle weight or less.

“(2) SPECIAL RULES.—

o 0, 0

van, aph (1 ) appli stituting *

vehicle weight’ for ‘unloaded s vehicfe Weighi.’.tl-':lg

“B) LiMOUSINES.—In the case of a limousine, para-
g‘)ﬂ:ﬂe (1) tn_ihall be applied without regard to subparagraph
reof.

“(c) EXCEPTIONS FOR TAXICABS, ETC.—The tax imposed b{ this
section shall not apply to the sale of any passenger vehicle for
use by the purchaser exclusively in the active conduct of a trade
or lll:nil;:iness of transporting persons or property for compensation
or 5

“(d) ExeEMPTION FOR LAW ENFORCEMENT Uses, ETC.—No tax
gh?.'!llbe imposed by this section on the sale of any passenger

Cip—

“(1) to the Federal Government, or a State or local govern-
ment, for use axclusi:g? in police, t:ﬂf, search and
rescue, or other law orcement or public safety activities,
or in public works activities, or

“(2) to any person for use exclusively in providing emer-

ncy medical services.
e) TION ADJUSTMENT.—

“(1) IN GENERAL.—If, for any calendar year, the excess
(if any) of—

“(A) $30,000, increased by the cost-of-living adjustment
for the calendar ]{::r, over

“(B) the do amount in effect under subsection (a)
for the calendar year,

is equal to or greater than $2,000, then the $30,000 amount

in subsection (a) and section 4003(a) (as previously adjusted

under this subsection) for any subsequent calendar year shall
be increased the amount of s excess rounded to the
next lowest multiple of $2,000.
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“(2) COST-OF-LIVING ADJUSTMENT.—For purposes of para-
graph (1), the cost-of-living adjustment for any calendar year
8 be the cost-of-living adjustment under section 1(fX3) for
such calendar year, determined by substituting ‘calendar year
1990’ for ‘calendar 1992’ in subparagraph (B) thereof.
“(f) TERMINATION.— tax im d by this section shall not

apply to any sale or use after December 31, 1999.
“SEC. 4002. 18T RETAIL SALE; USES, ETC. TREATED AS SALES; DETER-

MINATION OF PRICE.
“(a) 18T RETAIL SALE.—For purposes of this subchapter, the

term ‘lst retail sale’ means the 1st sale, for a purpose other than
resale, after manufacture, production, or importation.

“(b) USE TREATED AS —

“(1) IN GENERAL.—If any person uses a passenger vehicle
(including use after importation) before the 1st retail sale
of such vehicle, then such person shall be liable for tax under
thissubcht:]fterinthesnmemannerasifsuchvehiclewere
sold at retail by him.

“(2) EXEMPTION FOR FURTHER MANUFACTURE.—Paragraph
(1) shall not apply to use of a vehicle as material in
manufacture or production of, or as a component part of,
another vehicle taxable under this subchapter to be manufaec-
tured or produced by him.

“(3) EXEMPTION FOR DEMONSTRATION USE.—Paragraph (1)
shall not apply to any use of a passenger vehicle as a dem-
onstrator.

“(4) EXCEPTION FOR USE AFTER IMPORTATION OF CERTAIN
VEHICLES.—Paragraph (1) shall not apply to the use of a vehicle
after importation if the user or importer establishes to the
satisfaction of the Secretary that the 1st use of the vehicle
occurred before January 1, 1991, outside the United States.

“(5) COMPUTATION OF TAX.—In the case of any person made
liable for tax by agraph (1), the tax shall be computed
on the price at which similar vehicles are sold at retail in
the ordinary course of trade, as determined by the Secretary.
“lc) LEASES CONSIDERED AS SALES.—For purposes of this

subchapter—

“(1) IN GENERAL.—Except as otherwise provided in this
subsection, the lease of a vehicle (including renewal or
any extension of a lease or any subsequent lease of such vehicle)
by ta?lny person shall be considered a sale of such vehicle at
re

“(2) SPECIAL RULES FOR LONG-TERM LEASES.—

“(A) TAX NOT IMPOSED ON SALE FOR LEASING IN A
QUALIFIED LEASE.—The sale of a ﬁglsenger vehicle to a
person engaged in a passenger vehicle leasing or rental
trade or business for leasing by such person in a long-
term lease shall not be treated as the 1st retail sale of
e, E'gl)uic})e, For purposes of sub h

s NG-TERM LEASE.—For of su
(A), the term ‘long-term lease’ mgans any long-term ;eaI:e
(as defined in section 4052).

“(C) SPECIAL RULES.—In the case of a long-term lease
of a vehicle which is treated as the 1st retail sale of
such vehicle—
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“(i) DETERMINATION OF PRICE.—The tax under this
subchapter shall be eom‘l:uted on the lowest price for
which the vehicle is sold by retailers in the ordinary
course of trade.

“(ii) PAYMENT OF TAX.—Rules similar to the rules
of section 4217(e)X2) shall apply.

“(iii) NO TAX WHERE EXEMPT USE BY LESSEE.—
No tax shall be imposed on any lease nt under
a long-term lease if the lessee’s use of the vehicle
under such lease is an exempt use (as defined in section
4003(b)) of such vehicle.

“(d) DETERMINATION OF PRICE.—
“(1) IN GENERAL.—In determining price for purposes of
this subchapter—
“(A) there shall be included any charge incident to
plnci_l(xﬁ the passe vehicle in condition ready for use,
) there shall be excluded—

“({i) the amount of the tax imposed by this sub-
chapter,

e ol e e et b At Mo et
o re es im or
subdivision thereof or the Igmat?-lyct of Columbia,
whether the liability for such tax is imposed on the
vendor or vendee, and

“(iii) the value of any component of such passenger
vehicle if—

“(I) such component is furnished by the 1st
user of such passenger vehicle, and
“(Il) such component has been used before

such , and
“C) the price be determined without regard to
any trade-in.

“(2) OTHER RULES.—Rules similar to the rules of para-
grtﬂx: (2) and (4) of section 4052(b) shall apply for purposes
of this subchapter.

“SEC. 4003. SPECIAL RULES.

“(a) SEPARATE PURCHASE OF VEHICLE AND PARTS AND ACCES- Regulations.
SORIES THEREFOR.—Under regulations prescribed by the
Secretary—
1) IN GENERAL.—Except as provided in paragraph (2),

“(A) the owner, lessee, or operator of any passenger
vehicle installs (or causes to be installed) any part or
on such vehicle, and
“B) such installation is not later than the date 6
months after the date the vehicle was 1st placed in service
then there is hereby imposed on such installation a tax equal
to 10 percent of the price of such part or accessory and its
e (2)&1)301' The tax imposed b, h (1)
51 'ATION.—The im Yy paragrap on
the installation of any part or accessory shall not exceed 10
percent of the excess (if any) of—
“(A) the sum of—
“(i) the price of such part or accessory and its
installation,
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“(ii) the aggregate price of the parts and acces-
sories (and their installation) installed before such part
or accessory, plus

“(iii) the price for which the passenger vehicle
was sold, over
“(B) $30,000.

“(8) EXCEPTIONS.—Paragraph (1) shall not apply if—

“(A) the part or accessory installed is a replacement
part or accessory,

“(B) the part or accessory is installed to enable or
asgist an individual with a disability to operate the vehicle,
or to enter or exit the vehicle, by compensating for the
effect of such disability, or

“(C) the aggregate price of the parts and accessories
(and their installation) described m aph (1) with
respect to the vehicle does not exceed $200 (or such other
amount or amounts as the Secretary may by regulation
prescribe).

The price of any part or accessory (and its installation) to
which paragraph (1) does not apply by reason of this paragraph
shall not be taken into account under paragraph (2)(A).

“(4) INSTALLERS SECONDARILY LIABLE FOR TAX.—The owners
of the trade or business installing the parts or accessories
shall be secondarily liable for the tax imposed by this sub-
section.

“(b) IMPOSITION OF TAX ON SALES, ETC., WITHIN 2 YEARS OF

VEHICLES PURCHASED TAX-FREE.—

“(1) IN GENERAL.—If—

“(A) no tax was imposed under this subchapter on
the 1st retail sale of any passenger vehicle by reason of
its exempt use, and

“(B) within 2 years after the date of such 1st retail
sale, such vehicle is resold by the purchaser or such pur-
chaser makes a substantial nonexempt use of such vehicle,

then such sale or use of such vehicle by such purchaser shall
be treated as the 1st retail sale of such vehicle for a pri
equal to its fair market value at the time of such sale or
use.

“(2) EXEMPT USE.—For purposes of this subsection, the
term ‘ex gt use’ means any use of a vehicle if the 1st retail
sale of such vehicle is not taxable under this subchapter by
reason of such use.

“(c) PARTS AND ACCESSORIES SOLD WITH TAXABLE PASSENGER

VEHICLE.—Parts and accessories sold on, in connection with, or

with the sale of any passenger vehicle shall be treated as part
of the vehicle.

“(d) PARTIAL PAYMENTS, ETC.—In the case of a contract, sale,
nt described in paragraph (2), (3), or (4) of section

r arrangeme
4216(c) rules similar to the rules of section 4217(e)2) shall apply
for purposes of this subchapter.”

26 USC 4221.

(b) TECHNICAL AMENDMENTS.—

(1) Subsection (c) of section 4221 is amended by striking
“4002(b), 4003(c), 4004(a)” and inserting “4001(d)”.

(2) Subsection (d) of section 4222 is amended by striking
“4002(b), 4003(c), 4004(a)” and inserting “4001(d)”.
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(3) The table of subchapters for chapter 31 is amended
El!; striking the item relating to subchapter A and inserting
e following:
“Subchapter A. Luxury passenger vehicles.”
(c) EFFECTIVE DATE.—The amendments made by this section 26 USC 4001
shall take effect on January 1, 1993, except that provisions "ote:
of section 4001(e) of the Internal Revenue of 1986 (as amended
b{ t,g?bﬁ:iﬁm (a)) shall take effect on the date of the enactment
of this Act.

SEC. 13162. EXEMPTION FROM LUXURY EXCISE TAX FOR CERTAIN
EQUIPMENT INSTALLED ON PASSENGER VEHICLES FOR
USE BY DISABLED INDIVIDUALS.

(a) IN GENERAL.—Paragraph (3) of section 4004(b) (relati 26 USC 4004.
to separate purchase of article and parts and accessories therefo?')g,
as in effect on the day before the date of the enactment of this
Ad'hu?ﬁnﬂled_mhngor” the end of sub h (A)
y striking “or” at the end of subparagrap! !
(2) by redesignating subparagrapl]: (B) as subparagraph

(3) by inserting after subparagraph (A) the following new
subparagraph:

“B) the part or accessory is installed on a passenger
vehicle to enable or assist an individual with a disability
to operate the vehicle, or to enter or exit the vehicle,
by compensating for the effect of such disability, or”, and

tgt) by inserting after subparagraph (C) the following flush
sentence.

“Tﬁgh price of allln(rl)p&a;te or :ccesso?' (and itafitft:igallation) ﬁ

w paragra 8 not apply by reason o

shall not be mllclen into account u.uxer paragraph (2)(AE.” . -

(b) EFFECTIVE DATE.—The amendments made by this section 26 USC 4004
shall take effect as if included in the amendments made by section "°'*:
11221(a) of the Omnibus Budget Reconciliation Act of 1990. ]

(c) PERIOD FOR FILING CLAIMS.—If refund or credit of 26 USC 4004
overpayment of tax resulting from the application of the amend- "o
ments made by this section is preven at any time before the
close of the 1-year period beginning on the date of the enactment
of this Act by the operation of any law or rule of law (including
res judicata), refund or credit of such overpayment (to the extent
attributable to such amendments) may, nevertheless, be made or
allo_:ded if claim therefor is filed before the close of such 1-year
period.

SEC. 13163. TAX ON DIESEL FUEL USED IN NONCOMMERCIAL BOATS.

(a) GENERAL RULE.—
(1) Paragraph (2) of section 4092(a) (defining diesel fuel)
is amended by striking “or a diesel-powered train” and inserting

“ a diesel-powered train, or a diesel-powered boat”.
(2) Par: ph (1) of section 4041(a) is amended—
la (A) by striking “gieael-powere?h hig}:way vehicle” each
place it appears and inserting “diesel-powered highway
vehicle or diesel-powered boat”, and
(B) b iking “such vehicle” and inserting “such
vehicle or boat”.
(3) Subparagraph (B) of section 4092(b}1) is amended by
striking “commercial and noncommercial vessels” each place
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26 USC 6421.

26 USC 4041
note.

it appears and inserting “vessels for use in an off-highway

business use (as defined in section 6421(e}2)B))".

(b) EXEMPTION FOR USE IN FISHERIES OR COMMERCIAL
TRANSPORTATION.—Subparagraph (B) of section 6421(eX2) is
amended to read as follows:

“(B) USES IN BOATS.—

“(i) IN GENERAL.—Except as otherwise provided
in this subparn:fraph, the term ‘off-highway i
use’ does not include any use in a motorboat.

“(ii) FISHERIES AND WHALING.—The term ‘off-high-
way business use’ shall include any use in a vessel
employed in the fisheries or in the whaling business.

“(1ii) EXCEPTION FOR DIESEL FUEL.—The term ‘off-
highway business use’ shall include the use of diesel
fuel in a boat in the active conduct of—

“(I) a trade or business of commercial fishing
or transporting persons or property for compensa-
tion or hire, and

“(II) except as provided in clause (iv), any
other trade or business.

“(iv) NONCOMMERCIAL BOATS.—In the case of a
boat used predominantly in any activity which is of
a type generally considered to constitute entertain-
ment, amusement, or recreation, clause (iii)}II) shall
not apply to—

“(I) the taxes under sections 4041(aX1) and
4081 for the period after December 31, 1993, and
before January 1, 2000, and

“(II) so much of the tax under sections
4041(aX1) and 4081 as does not exceed 4.3 cents
per gallon for the period after December 31, 1999.”

(c) RETENTION OF TAXES IN GENERAL FUND.—Subsection (b)
of section 9508 (relating to transfers to Leaking Underground Stor-
ﬁ Tank Trust Fund) is amended by addinﬁnaat the end thereof

following new sentence: “For purposes of this subsection, there
shall not be taken into account the taxes imposed by sections
4041 and 4081 on diesel fuel sold for use or used as fuel in a
diesel-powered boat.”

(d) EFFECTIVE DATE.—The amendments made by this section
shall take effect on January 1, 1994.

PART VI—-OTHER CHANGES

SEC. 13171. ALTERNATIVE MINIMUM TAX TREATMENT OF CONTRIBU-
TIONS OF APPRECIATED PROPERTY.

ey s S M i e ol gag) i
as amen on is amen 8
(6) (relating to a;y:predated property t:ha:ritabli;r deduction) and gy
redesctligpvelm; ing paragraphs (7) and (8) as paragraphs (6) and (7),
res y.
l:’ﬁb) EFFECT ON ADJUSTED CURRENT EARNINGS.— aph (4)
of section 56(g) is amended by adding at the end thereof t}:))llnw-
ing new sub aph:
“J) TMENT OF CHARITABLE CONTRIBUTIONS.—Not-
withstanding subparagraphs (B) and (C), no adjustment
related to the earnings and profits effects of any itable
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eontrihution shall be made in computing adjusted current

(c) CONFORMING AMENDMENT.—Subclause (II) of section
53(d)(1)X(B)ii) (as amended by section 13113) is amended by striking 26 USC 53.
“(5), (6), and (8)” and i ing “(5), and (7)".

(d) EFFECTIVE DATE.— amendments made by this section 26 USC 53 note.
shall apply to contributions made after June 30, 1992, except that
in t.h: tac::;b ?f any ?ﬁtﬁbution of ccal?its,l gzg; prope whicih
is mno ible perso Yy, such amendments a
only if the contriglzt:ion is , e after December 31, 1992. g

SEC. 13172, SUBSTANTIATION REQUIREMENT FOR DEDUCTION OF
CERTAIN CHARITABLE CONTRIBUTIONS.

(a) SUBSTANTIATION REQUIREMENT.—Section 170(f) (providing
special rules relating to the deduction of charitable contributions
and gifts) is amended by adding at the end the following new
paragraph:

“(8) SUBSTANTIATION REQUIREMENT FOR CERTAIN CONTRIBU-
TIONS.—

“(A) GENERAL RULE.—No deduction shall be allowed
under subsection (a) for any contribution of $250 or more

unless the taxpayer substantiates the contribution by a

contemporaneous written acknowledgment of the contribu-

tion by the donee organization that meets the requirements

of subgar%fraph (B).

“(B) CONTENT OF ACKNOWLEDGEMENT.—An acknowl-
edgement meets the requirements of this subparagraph
if it includes the following information:

“(i) The amount of cash and a description (but
not value) of any property other than cash contributed.

“(i1) Whether the donee orga.nization l)rovided any
gooda or services in consideration, in whole or in part,
or any property described in clause (i).

“(ii1) A description and good faith estimate of the
value of :n;g goosa or services referred to in clause
(ii) or, if such goods or services consist solely of intangi-

i ble religi 'cbusf bﬁilieﬁtf;b a st.ateme}:llt tt:..il th:: eﬁe‘?x{t.angibl

or purposes o s subparagraph, the term e
religious benefit’ means any intangible religious benefit
which is provided by an organization organized exclusively
for religious purposes and which generally is not sold in
a commercial transaction outside the donative context.

“(C) CONTEMPORANEOUS.—For purposes of subpara-
graph (A), an acknowledgment B\hﬂﬁ be considered to be
contemporaneous if the taxpatyer obtains the acknowledg-
ment on or before the earlier of—

“(i) the date on which the taxpayer files a return
for the taxable year in which the contribution was
made, or

“(ii) the due date (including extensions) for filing
such return.

“(D) SUBSTANTIATION NOT REQUIRED FOR CONTRIBU-
TIONS REPORTED BY THE DONEE ORGANIZATION.—Subpara-
graph (A) shall not apply to a contribution if the donee
organization files a return, on such form and in accordance
with such regulations as the Secretary may prescribe,

69-194 O - 94 - 16 : QL. 3 Part 1
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26 USC 170 note.

which includes the information described in subparagraph
(B) with respect to the contribution.
gul"(E) REGULAﬂONg;—The Secretary shall pm::ritge such
regulations as ma necessary or appropria carry
out the purposes Ei' this paragraph i.ncrudmg regulations
that may provide that some or of the requirements
of this p aph do not apply in ap‘pmpriate cases.”
(b) EFFECTIVE DATE.—The provisions of this section shall apply
to contributions made on or after January 1, 1994.

SEC. 13173. DISCLOSURE RELATED TO QUID PRO Quo
CONTRIBUTIONS.

(a) DISCLOSURE REQUIREMENT.—Subchapter B of chapter 61
(relating to information and returns) is amended by redesignating
section 6115 as section 6116 and by inserting after section 6114
the following new section:

“SEC. 6115. DISCLOSURE RELATED TO QUID PRO QUO CONTRIBU-
TIONS.

“(a) DISCLOSURE REQUIREMENT.—If an organization described
in section 170(c) (other than ?h (1) thereof) receives a quid
pro quo contribution in excess og $75, the organization shall, in
connection with the solicitation or receipt of the contribution, pro-
vide a written statement whi

“(1) informs the donor that the amount of the contribution
that is deductible for Federal income tax purposes is limited
to the excess of the amount of any money and the value of
any properit:_y other than money contributed by the donor over
the value of the goods or services provided by the organization,

and
“(2) provides the donor with a good faith estimate of the
value of such goods or services.

“b) QuID PRO QUO CONTRIBUTION.—For purposes of this sec-
tion, the term ‘quid pro quo contribution’ means a payment made
partly as a contribution and partly in consideration for goods or
services provided to the payor by the donee organization. A quid
pro quo contribution does not include any payment made to an
organization, organized ax.clusivelr for religious lgru.l-posm;, in return
for which the taxpayer receives solely an intangible religious benefit
that generally is not sold in a commercial transaction outside the
donative context.”

(b) PENALTY FOR FAILURE TO DiSCLOSE.—Part I of subchapter
B of chapter 68 (relating to assessable penalties) is ame;ndecll by
inserting after section 6713 the following new section:

“SEC. 6714. FAILURE TO MEET DISCLOSURE REQUIREMENTS
APPLICABLE TO QUID PRO QUO CONTRIBUTIONS.

“(a) IMPOSITION OF PENALTY.—If an organization fails to meet

the disclosure requirement of section 6115 with respect to a quid

ro quo contribution, such organization shall patag a penalty of

10 for each contribution in respect of which the organization

fails to make the required disclosure, except that the total penalty

imposed by this subsection with res; to a particular fumgmng
event or mailing shall not exceed $5,000.

“(b) REASONABLE CAUSE EXCEPTION.—No penalty shall be
imposed under this section with respect to any failure if it is
shown that such failure is due to reasonable cause.

(c) CLERICAL AMENDMENTS.—
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(1) The table for subchapter B of chapter 61 is amended

]tngr striking the item relating to section 6115 and inserting
e following new items:
“Sec. 6115. Disclosure related to quid pro quo contributions.
“Sec. 6118. Cross reference.”

(2) The table for part I of subchapter B of chapter 68
is amended by inserting after the item for section 6713 the
following new item:

“Sec. 6714. Failure to meet disclosure requirements applicable to quid pro
quo contributions.”
(d) EFFECTIVE DATE.—The provisions of this section shall apply
to quid pro quo contributions made on or after January 1, 1994

SEC. 13174. TEMPORARY EXTENSION OF DEDUCTION FOR HEALTH
INSURANCE COSTS OF SELF-EMPLOYED INDIVIDUALS,

(a) IN GENERAL.—

(1) EXTENSION.—Paragraph (6) of section 162(l) (relati
to special rules for health insurance costs of self-emph:nygg
individuals) is amended by striking “June 30, 1992” and insert-
ing “December 31, 1993".

(2) CONFORMING AMENDMENT.—Paragraph (2) of section
110(a) of the Tax Extension Act of 1991 is hereby repealed.

(3) EFFECTIVE DATE.—The amendments made by this sub-
si;%t;on shall apply to taxable years ending after June 30,
(b) DETERMINATION OF ELIGIBILITY FOR EMPLOYER-SPONSORED

HEALTH PLAN.—

(1) IN GENERAL.—Paragraph (2XB) of section 162(l) is
amended to read as follows:

“(B) OTHER COVERAGE.—Paragraph (1) shall not apply
to any taxpayer for any calendar month for which the
taxpayer is eligible to participate in any subsidized health
plan maintained by any employer of the taxpayer or of
the spouse of the taxpayer.”

(2) EFFECTIVE DATE.—The amendment made by paragraph
alg)gghall apply to taxable years beginning after December :?1.

Subchapter B—Revenue Increases

PART I—PROVISIONS AFFECTING
INDIVIDUALS

Subpart A—Rate Increases

SEC. 13201. INCREASE IN TOP MARGINAL RATE UNDER SECTION 1.

(a) GENERAL RULE.—Section 1 (relating to tax imposed) is
amended by striking subsections (a) through (e) and inserting the

follo%
“(a) D INDIVIDUALS FILING JOINT RETURNS AND SURVIV-
H:'G Spouses.—There is hereby imposed on the taxable income
o pro—
“(1) every married individual (as defined in section 7703)
ggmsmalﬂe:s a single return jointly with his spouse under section
13, an
42) every surviving spouse (as defined in section 2(a)),

26 USC 6115

note.

26 USC 162.

26 USC 162 note.

26 USC 162 note.
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a tax determined in accordance with the following table:

“If taxable income is: The tax is:
Not over $36,900 .. 15% of taxable income.
0ver836,900hutnotover$89150 $5 lus 28% of the excess over
Over $89,150 but not over $140,000 320,16?. i)lu.s 81% of the excess over
Over $140,000 $35,928.50, plus 36% of the excess over

$140,000

“(b) HEADS OF HOUSEHOLDS.—There is hereby imposed on the
taxable income of every head of a household (as defined in section
2(b)) a tax determined in accordance with the following table:

“If taxable income is: The tax is:
Not over $29,600 15% of taxable income
Over $29,600 but not over $76,400 ... “4—50 lus 28% of the excess over
Over $76,400 but not over $127,500 31";‘,’%3‘460 plus 31% of the excess over
Over $127,500 $33,385, plus 36% of the excess over

$127,500

“(¢) UNMARRIED INDIVIDUALS (OTHER THAN SURVIVING SPOUSES
AND HEADS oF HOUSEHOLDS).—There is hereby imposed on the
taxable income of every individual (other than a surviving spouse
as defined in section 2(a) or the head of a household as defined
in section 2(b)) who is not a married individual (as defined in
ta&;ect’.;.obl' n 7703) a tax determined in accordance with the following

e

“If taxable income is: The tax is:

Not over $22,100 .
Over $22,100 but not nver 363 500

Over $53,500 but not over $115,000

16% of taxable income.
ﬂsw,oglus%%afﬂnmuom

100.
$12,107, plus 31% of the excess over

Over $115,000

”:ill'i?.og!mM%ofthemm

“(d) MARRIED INDIVIDUALS FILING SEPARATE. RETURNS.—There
is hereby imposed on the taxable income of every married individual
(as defined in section 7703) who does not make a single return
jointly with his spouse under section 6013, a tax determined in
accordance with the following table:

“If taxable income is: The tax is:

Not over $18,450 .. 15% of taxable income.

Over $18,450 but not over $44,575 ... ‘2*1881 .60, plus 28% of the excess over
Over $44,575 but not over $70,000 .. n&nisa 550. plus 31% of the excess over
Over $70,000

$17,964.25, plus 36% of the excess over
$70,000.

“(e) ESTATES AND TRUSTS.—There is hereby imposed on the
taxable income of—
“(1) every estate, and
“(2) every trust,
taxable under this subsection a tax determined in accordance with
the following table:
“If taxable income is:

Not over $1,500 ..
omu,soomtmtom:s.soo

The tax is:
15% of taxable income.
'225,50811:.; 28% of the excess over
$1,500.
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“If taxable income is: The tax is:
Over $3,500 but not over $5,500 ...... $785, plus 31% of the excess over
Over $5,500 $1,405, plus 36% of the excess over
$5,500.

(b) CONFORMING AMENDMENTS. —
(1) Section 531 is amended by striking “28 percent” and 26 USC 531.

imemng;‘sgopemnt"
(2) n 541 is amended by striking “28 percent” and

inse nt"
3X ) SulE ection (t) of aectxon 1 is amended—
“1993” “1990” in paragraph (1) and inserting

d
99(11) by striking “1989” in paragraph (3)(B) and inserting

(B) Subsection (f) of sechon 1 is amended by adding at
the end thereof the following new paragraph:
“(7) SPECIAL RULE FOR CERTAIN BRACKETS.—

“(A) CALENDAR YEAR 1984.—In prescribing the tables

under paragraph (1) which apply with res to taxable

in calendar year 1994, the shall
make no achustment to the dollar amounts at w the
36 percent rate bracket or at which the 39.6 percent
rate under any le contained in subsection (a),
(b), (e), (d), or (e).

“B) LATER CALENDAR YEARS.—In prescribing tables
under paragraph (1) which apply with respect to taxable
years beginning in a calendar year after 1994, the cost-
of-living adjustment used in making adjustments to the
dollar amounts referred to in subparagraph (A) shall be
%egtg;gmed under paragraph (3) by substituting ‘1993’ for
(C) Subparagraph (C) of section 41(eX5) is amended
iking “1 eacEplaee;tapearsandmsarhng“lm!

Suhparagraph (B) of section 63(cX4) is amended by

st.nkmg “1989” and i “1992”,
) Subparagraph (B) of section 68(bX2) is amended by
Btrikmg “1989” and inserting “1992”.
(P Subsa.mgraph (B) of section 132(f)X6) is amended by
rmined by substituti and all that follows
down through the period at the end thereof and inserting
a

period.
(G} Subparagm%ha (AXii) and (B)(n) of section 151(dX4)
are each amended stn.lmlg(hl and inserting “1992".
(H) Clause (ii) of section 513(hX2)C) is amended by striking
ulgag:)afl'lmgmdm h 3;1 f section 453A(c) i ded by adding
[ c) is amen
“a; the end thera%f th;h:llomtﬂneg new sentence: t:
or purposes of ap preceding sentence with respect
to so much of the gain nimh whenreoogmzed,wlllbeh'eated
as long-term capital gain, the maximum rate on net capital
gain under sect.lon 1(h) or 1201 (whichever is appropriate)
shall be taken into account.”
(c) EFFECTIVE DATE.—The amendments made by this section 26 USC 1 note.
ahall ap ly to taxable beginning after 31, 1992.
ELEC'HON TO Y ADDITIONAL 1993 TAXES IN INSTALL- 26 USC 1 note.
MZENTB-—
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(1) IN GENERAL.—At the election of the taxpayer, the addi-
tional 1993 taxes may be paid in 3 equal installments.

(2) DATES FOR PAYING INSTALLMENTS.—In the case of any
tax payable in installments by reason of paragraph (1)—

(A) the first installment shall be paid on or before
the due date for the taxpayer’s taxable year beginning
in calendar year 1993,

(B) the second installment shall be paid on or before
the date 1 year after the date determined under subpara-
graph (A), and -

(C) the third installment shall be paid on or before
the date 2 years after the date determined under subpara-
graph (A).

For p of the p ing sentence, the term “due date”
means the date prescribed for filing the taxpayer’s return deter-
mined without regard to extensions.

(3) EXTENSION WITHOUT INTEREST.—For purposes of section
6601 of the Internal Revenue Code of 1986, the date prescribed
for the glayment of any tax payable in installments under
paragraph (1) shall be determined with regard to the extension
under paragraph (1).

(4) ADDITIONAL 1993 TAXES.—

(A) IN GENERAL.—For purposes of this subsection, the
term “additional 1993 1;axesB means the excess of—

(i) the taxpayer’s net chapter 1 liability as shown
on the taxpayer'’s return for the taxpayer’s taxable

beginning in calendar year 1993, over

(ii) the amount which would have been the tax-
payer’s net chapter 1 liability for such taxable year
if such liabilitgnhad been determined using the rates
which would have been in effect under section 1 of
the Internal Revenue Code of 1986 for taxable years
beginning in calendar year 1993 but for the amend-
ments made by this section and section 13202 and
such liability had otherwise been determined on the
basis of the amounts shown on the taxpayer’s return.

(B) NET CHAPTER 1 LIABILITY.—For purposes of
sub aph (A), the term “net chapter 1 liability” means
the liabi ggefor tax under chapter 1 of the Internal Revenue
Code of 1 determined—

(i) after the application of any credit against such

ta:‘:i other than the credits under sections 31 and 34,

an

(ii) before crediting any payment of estimated tax
for the taxable year.

(5) ACCELERATION OF PAYMENTS.—If the taxpayer does not
pay installment under this section on or before the date
prescribed for its t or if the Secre of the Treasury
or his delegate believes that the collection of any amount pay-
able in installments under this section is in jeopardy, the
Secretary shall immediatell); terminate the extension under
paragraph (1) and the whole of the unpaid tax shall be paid
on notice and demand from the Secretary.

(6) ELECTION ON RETURN.—An election under paragraph
(1) shall be made on the taxpayer’s return for the taxpayer’s
taxable year beginning in calendar year 1993.
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(7) EXCEPTION FOR ESTATES AND TRUSTS.—This subsection
shall not apply in the case of an estate or trust.

SEC. 13202. SURTAX ON HIGH-INCOME TAXPAYERS,

(a) GENERAL RULE.—

1) Subsection (a) of section 1 (as amended by section
13201) is amended by striking the last item in the table con-
tained therein and inserting the following:

“Over $140,000 but not over H&m&ﬂ.plmmdﬂwemw
,000 40,000.

Over $250,000 375.52350 us 39.6% of the excess
over

(2) Subsectlon (b) of section 1 (as 80 amended) is amended

by stri the last item in the table contained therein and

inserting the following:
%0&127500 but not over SS;I.SB& lus 36% of the excess over
Over $250,000 37‘7254805 plmssﬁﬁofthemeuom

(3) Subsection (c) of section 1 (as so amended) is amended
by s the last item in the table contained therein and
inserting following:

“Over $115000 but not over 331i1i'12. lus 36% of the excess over

$250,000. ,000.
Over $250,000 $79,772, plus 39.6% of the excess over
$250,000.”

(4) Subsection (d) of section 1 (as so amended) is amended
by s the last item in the table contained therein and
inserting the following:

“Over $70,000 but not over $125,000 31"?'.7964.25. plus 36% of the excess over

Over $125,000 m;:é.t.z&. &lg.n 30.6% of the excess
W‘l’

(5) Subsection (e) of section 1 (as so amended) is amended
by the last item in the table contained therein and
inserting the following:

“Over $5,500 but not over $7,500 ....  $1,405, plus 36% of the excess over

Over $7,500 *gi!!é,g(’l(l‘!'lm 39.6% of the excess over
(b) TECHNICAL AMENDMENT.—Sections 531 and 541 (as
amended by section 13201) are each amended by striking “36 per-
cent” and inserting “39.6 percent”.
(¢) EFFECTIVE DATE.—The amendments made by this section 26 USC 1 note.
shall apply to taxable years beginning after Dece 31, 1992.

SEC. 13203. MODIFICATIONS TO ALTERNATIVE MINIMUM TAX RATES
AND EXEMPTION AMOUNTS.

(a) INCREASE IN RATE.—Paragraph (1) of section 55(b) (defining 26 USC 55.
tentative minimum tax) is amended to read as follows:
“(1) AMOUNT OF TENTATIVE TAX.—
“(A) NONCORPORATE TAXPAYERS.—
“(i) IN GENERAL.—In the case of a taxpayer other
than a corporation, the tentative minimum tax for
the taxable year is the sum of—
“(I) 26 percent of so much of the taxable excess
as does not exceed $175,000, plus
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26 USC 55.

26 USC 55 note.

“(II) 28 percent of so much of the taxable
excess as exceeds $175,000.
The amount determined under the preceding sentence
shall be reduced by the alternative minimum tax for-
eign tax credit for taxable year.

“(ii) TAXABLE EXCESS. —For purposes of clause (i),
the term ‘taxable excess’ means so much of the alter-
native minimum taxable income for the taxable year
as exceeds the exemption amount.

“(iii) MARRIED INDIVIDUAL FILING SEPARATE
RETURN.—In the case of a married individual filing
a separate return, clause (i) shall be applied by
subatltutl;g ‘$87,500° ?51 ‘$175,000° eactl; place it
ap 8. For purposes of the prewdmg sentence, mari-
ta]p?tla.tus shall be determined under section 7703.
“(B) CORPORATIONS.—In the case of a corporation, the

tentative minimum tax for the taxable year is—

“(i) 20 percent of so much of the alternative mini-
mum taxable income for the taxable year as exceeds
the exem&uun amount, red

“(ii) the nltematlve minimum tax foreign tax credit
for the taxable year.”

(b) INCREASE IN EXEMPTION AMOUNTS.—Paragraph (1) of section
56(d) (defining exemption amount) is amended—

%45(%3;; striking “$40,000” in subparagraph (A) and inserting

%33(2)5(% striking “$30,000” in subparagraph (B) and inserting

shoos (32)0! stnlnng “$20,000” in subparagraph (C) and inserting

(¢c) CONFORMING AMENDMENTS.—

(1) The last sentence of section 55(dX3) is amended by
(stnhng) o 5(‘;%155 ,000 or (ii) $20,000” and inserting “$165,000 or
11

(2XA) Subparagraph (A) of section 897(a)2) is amended
Kﬂntnkmg “the amount determined under section 55(bX1XA)

not be less than 21 percent of” and inse: “the taxable
mss for purposes of section 55(b)1XA) shall not be less

(B) The heading for paragraph (2) of section 897(a) is
amended by striking “21-PERCENT”.
(d) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 1992.

SEC. 13204. OVERALL LIMITATION ON DEDUCTIONS FOR
HIGH-INCOME TAXPAYERS MADE PERMANENT.
Subsection (f) of section 68 (relating to overall limitation on
itemized deductions) is hereby repealed.
SEC. 13205. PHASEOUT OF PERSONAL EXEMPTION OF HIGH- INCOHB
TAXPAYERS MADE PERMANENT.
Section 151(d)X3) (relating to phaaeout of personal exemption)
is amended by striking su h (E).
SEC. 13206. PROVISIONS TO PREVENT CONVERSION OF ORDINARY
INCOME TO CAPITAL GAIN.
(a) INTEREST EMBEDDED IN FINANCIAL TRANSACTIONS.—
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Glaiing (o Epal Tl e e Sl e
re 8 es for capital gains
lossgtl)n%s amended by adding at the end the following new
section:

“SEC. 12568. RECHARACTERIZATION OF GAIN FROM CERTAIN FINAN-
CIAL TRANSACTIONS.

“(a) GENERAL RULE.—In the case of any gai

“(1) which (but for this section) would be treated as gain
from the sale or exchange of a capital asset, and

“(2) which is recognized on the disposition or other termi-
nation of any position which was held as part of a conversion
transaction

such gain (to the extent such gain does not exceed the applicable
imputed income amount) shall be treated as ordi income.

“(b) APPLICABLE IMPUTED INCOME AMOUNT.—For purposes of
subsection (a), the term ‘applicable imputed income amount’ means,
with respect to any disposition or other termination referred to
in subsection (a), an amount equal to—

“(1) the amount of interest which would have accrued on
the taxpayer’s net investment in the conversion transaction
for the period ending on the date of such disposition or other
termination (or, if earlier, the date on which the requirements
of subsection (c) ceased to be satisfied) at a rate equal to
120 percent of the applicable rate, reduced by

(2) the amount treated as ordinary income under sub-
section (a) with respect to any prior disposition or other termi-
nation of a position which was held as a part of such
transaction.

The Secretary shall by regulations provide for such reductions in Regulations.
the applicable imputed income amount as may be appropriate by ;
reason of amounts capitalized under section 263(g), or&nmy income

received, or otherwise.

“(c) CONVERSION TRANSACTION.—For purposes of this section,
the term ‘conversion transaction’ means any transaction—

“(1) substantially all of the taxpayer’s expected return from
which is attributable to the time value of the taxpayer’s net
investment in such transaction, and

“(2) which is—

“(A) the holding of any property (whether or not
actively traded), and the entering into a contract to sell

such property (or substantially identical property) at a

price determined in accordance with such contract, but

only if such property was acquired and such contract was
entered into on a substantially contemporaneous basis,

“(B) an applicable straddle,

“(C) any other transaction which is marketed or sold
as producing capital gains from a transaction described

- paf% = (%l)l’eurtrans ction specified in regulati

“D) any other action s in ons pre-

“(d) DEFINITIONS AND SPECIAL RULES.—For purposes of this
section—

“(1) APPLICABLE STRADDLE.—The term ‘applicable straddle’
means any straddle (within the meaning of section 1092(c));
except that the term ‘personal property’ shall include stock.

E(2) APPLICABLE RATE.—The term ‘applicable rate’ means—
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“(A) the applicable Federal rate determined under
section 1274(d) (compounded semiannually) as if the
conversion transaction were a debt instrument, or

“(B) if the term of the conversion transaction is indefi-
nite, the Federal short-term rates in effect under section
6621(b) duri.tﬁmtha period of the conversion transaction
(compounded daily).

“3) TMENT OF BUILT-IN LOSSES.—

“(A) IN GENERAL.—If any position with a built-in loss
becomes < fof' a eonversioufa tranagctiotlil.—m Y

i) for purposes of applying 8 e to suc
position for periods after such position becomes part
of such transaction, such position shall be taken into
account at its fair market value as of the time it
became part of such transaction, except that

“(ii) upon the disposition or other termination of
such position in a transaction in which gain or loss
is recognized, such built-in loss shall be recognized
and shall have a character determined without regard

t?Bt}ﬁBs - F f subparagraph (A)

o UILT-IN LOSS.—For purposes of s 5
the term ‘built-in loss’ means the loss (if anyr;av‘;hlch would
have been realized if the position had been disposed of
or otherwise terminated at its fair market value as of
thg.l time such position became part of the conversion trans-
action.

“(4) POSITION TAKEN INTO ACCOUNT AT FAIR MARKET
VALUE.—In determining the taxpayer’s net investment in any
conversion transaction, there shall be included the fair market
value of ?ay position which becomes part of such transaction
(determined as of the time such position became part of such
transaction).

“(6) SPECIAL RULE FOR OPTIONS DEALERS AND COMMODITIES
TRADERS,—

“(A) IN GENERAL.—Subsection (a) shall not apply to
transactions —

“(i) of an options dealer in the normal course of
the dealer’s trade or business of dealing in options,

or
“(ii) of a commodities trader in the normal course
of the trader’s trade or business of trading section

1256 contracts.

“(B) DEFINITIONS.—For of this paragraph—

“(i) OPTIONS DEALER.—The term ‘options dealer’
has the meaning given such term b*hsection 1256(gX8).

“(ii)) COMMODITIES TRADER.— The term ‘commod-
ities trader’ means any person who is a member (or,
except as otherwise provided in regulations, is entitled
to trade as a member) of a domestic board of trade
which is designated as a contract market by the

Commodity Futures Trading Commission.

“C) LIMITED PARTNERS AND LIMITED ENTRE-
PRENEURS.—In the case of any gain from a transaction
recognized by an entity which is allocable to a limited
partner or limited entrepreneur (within the meaning of
section 464(e)2)), subparagraph (A) shall not apply if—
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“(i) substantially all of the limited partner’s (or
limited entrerreneur’a) expected return from the entity
is attributable to the time value of the partner’s (or
entrepreneur’s) net investment in such entity,

“(ii) the transaction (or the interest in the entity)
was marketed or sold as prgdm capital gains treat-
ment from a transaction descri in subsection (c)(1),

or

“(iii) the transaction (or the interest in the entity)
is a transaction (or interest) specified in regulations

rescribed by the Secrehﬁ”

(2) CLERICAL AMENDMENT.—The table of sections for part
IV of subchapter P of chapter 1 is amended by adding at
the end thereof the following new item:

“Sec. 1258. Recharacterization of gain from certain financial transactions.”

(3) EFFECTIVE DATE.—The amendments made by this sec- 26 USC 1258
tion shall apply to conversion transactions entered into after n"ote
April 30, 1993.

R (b) REPEAL OF CERTAIN EXCEPTIONS TO MARKET DISCOUNT
ULES.—

(1) M%hmc?'oruchom BONDS Isslt_lmn bON C;):al Bfgon!: JULY
18, 198¢.—The following provisions are hereby re :

(A) Section 1276(e). 26 USC 1276.
(B) Section 1277(d).

(2) TAX-EXEMPT OBLIGATIONS.—

(A) IN GENERAL.—Paragraph (1) of section 1278(a)

(defim'ng( %ket dlscounlt bond()_ };a a;_.'nsel::bded— S e

i striking clause (ii) o paragra an
redesignating clauses (iii) and (iv) of sucg subpara-
graph as clauses (ii) and (iii), respectively,

(ii) by redesignating subparagraph {C) as subpara-
graph (D), and

(iii) by inserting after subparagraph (B) the follow-
ing new subparagraph:

“C) SECTION 1277 NOT APPLICABLE TO TAX-EXEMPT

OBLIGATIONS.—For &l{.xﬁ»oses of section 1277, the term ‘mar-

ket discount bond’ not include any tax-exempt obliga-

tion (as defined in section 1275(a)(3)).”

(B) CONFORMING AMENDMENTS.—

(i) Sections 1276(aX4) and 1278(bX1) are each
amended by striking “sections 871(a)” and inserting
“sections 103, 871(a),”.

(i) Subparagraph (B) of section 1278(a)4) is
amended by inserting before the period at the end
thereof the following: “or, in the case of a tax-exempt
obligation, the aggregate amount of the original issue
discount which accrued in the manner provided by
section 1272(a) (determined without rﬁaerd to para-
graph (7) thereof) during periods before acquisition
of the bond by the taxpayer”.

(3) EFFECTIVE DATE.—The amendments made by this sec- 26 USC 1276
tion shall apply to obligations purchased (within the meaning "o
of section 1272(dX1) of the Internal Revenue Code of 1986)
after April 30, 1993.

(c) TREATMENT OF STRIPPED PREFERRED STOCK.—
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26 USC 305. (1) IN GENERAL.—Section 305 is amended by redesignating
subsection (e) as subsection (f) and by inserting after subsection
(d) the following new subsection:

“(e) TREATMENT OF PURCHASER OF STRIPPED PREFERRED
“(1) IN GENERAL.—If any person purchases after April 30,
1993, any stripped erred stock, then such person, while
holding such stock, include in gross income amounts equal
to the amounts which would have been so includible if such
stripped preferred stock were a bond issued on the purchase
?te an;_i having original issue discount equal to the excess,
any, of—
“(A) the redemption price for such stock, over
“(B) the price at which such person purchased such

The preceding sentence shall also apply in the case of any
person whose basis in such stock is dl:at.ernﬁned by reference
to the basis in the hands of such purchaser.

“(2) BASIS ADJUSTMENTS.—Appropriate adjustments to
basis shall be made for amounts includible in gross income
under paragraph (1).

“(3) TAX TREATMENT OF PERSON STRIPPING STOCK.—If an
person strips the rights to 1 or more dividends from any s
described in aph (6XB) and after April 30, 1993, disposes
of such dividend rights, for purposes of paragraph (1), such
person shall be treated as having purchased the stripped pre-
ferred stock on the date of s disposition for a purchase
price equal to such person’s adjusted basis in such stripped
preferred stock.

“(4) AMOUNTS TREATED AS ORDINARY INCOME.—Any amount
included in gross income under paragraph (1) shall be treated

“(A) IN GENERAL.—The term ‘stripped preferred stock’
means any stock described in subparagraph (B) if there
has been a separation in ownership between such stock
andabalny dividend on such stock which has not become
payable.

“(B) DESCRIPTION OF STOCK.—Stock is described in this
subsection if such stock—

“@i) is limited and preferred as to dividends and
does not partic?ate in corporate growth to any signifi-
cant extent, an

“(ii) has a fixed redemption price.

“(6) l?UMHASE.-—For purposes of this subsection, the term
means—

“(A) any acquisition of stock, where
“(B) the basis of such stock is not determined in whole
or in part by the reference to the adjusted basis of such
stock in the hands of the person from whom aTxirad_"
(2) COORDINATION WITH SECTION 167(e).—Paragraph (2) of
section 167(e) is amended to read as follows:
“(2) COORDINATION WITH OTHER PROVISIONS.—
“(A) SECTION 273.—This subsection shall not apply to
any term interest to which section 273 applies.
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“(B) SECTION 305(e).—This subsection shall not apply
to the holder of the dividend rights which were separated
from any stripped preferred s to which section 305(e)1)
applies.

(JJ) EFFECTIVE DATE.—The amendments made by this sub- 26 USC 167 note.

section shall take effect on April 30, 1993.

(d) TREATMENT OF CAPITAL GAIN UNDER LIMITATION ON INVEST-
MENT —

(1) IN GENERAL.—Subparagraph (B) of section 163(dX4) 26 USC 163.
(defining investment income) is amended to read as follows:
“B) INVESTMENT INCOME.—The term ‘investment
i.ncome‘:il(e;ansthemmofgo e
i income from eld for investment
Egt}l(lla):)r tﬂf;“ any gain takegni’npgtyawount under clause
11 ]
“(ii) the excess (if any) of —
“(I) the net gain attributable to the disposition
of property held for investment, over
) the net capital gain determined by only
taking into account gains and losses from disposi-
tions of property held for investment, plus
“(iii) so much of the net ca&i:nl gain referred to
in clause (iiXII) (or, if lesser, net gain referred
to in clause (iiXI)) as the taxpayer elects to take into
account under this clause.”
(2) COORDINATION WITH SPECIAL CAPITAL GAINS RATE.—

Subsection (h) of section 1 is amended by adding at the end

- the followi r;iw sentence: Gk aa e .
or of the ing sentence, net capital gain for
any o le year mm (but not below pzem) by the
amount which the taxpayer elects to take into account as investment
income for the taxable year under section 163(d)4XBXiii).”
(3) EFFECTIVE DATE.—The amendments made by this sub- 26 USC1 note.

;ﬁg’%zshall apply to taxable years beginning after December

(e) TREATMENT OF CERTAIN APPRECIATED INVENTORY.—

(1) IN GENERAL.—Paragraph (1) of section 751(d) is

amended to read as follows:

T s ot pstms
o GENERAL.—Inven! i of i

shall be considered to have appreciated substantially ul:

value if their fair market value exceeds 120 percent of

the adjusted basis to the partnership of such property.
“B) CERTAIN PROPERTY EXCLUDED.—For purposes of

subparl;yagraifph (A), tl:lsre shall }-":;- excluded asnuih inventorlt-y

TO a principal purpose property

Easp; avoi’;d &e pmvim%ns of this s:cc%on reiating to inven-
items.

(2?EFFECTIVE DATE.—The amendment made by paragraph 26 USC 751 note.

g %l sll;%]]s apply to sales, exchanges, and distributions after April

Subpart B—Other Provisions

SEC. 13207. REPEAL OF LIMITATION ON AMOUNT OF WAGES SUBJECT
TO HEALTH INSURANCE EMPLOYMENT TAX.

(a) HOSPITAL INSURANCE TAX.—
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26 USC 3121. (h} Paragraph (1) of section 3121(a) (defining wages) is
amen:

(A) by inserting “in the case of the taxes imposed
by sections 3101(a) and 3111(a)” after “(1)”,

(B) by striking “applicable contribution base (as deter-
mined under subsection (x))” each place it appears and
inserting “contribution and benefit ’imae etermined
under section 230 of the Social Security Act)" and

(C) by striking “such applicable contribution base” and

“such contribution and benefit base”.

(2) Section 3121 is amended by striking subsection (x).
(b) SELF-EMPLOYMENT TAX.—

O b ‘striking that part of the net® in persgraph

y 8 0 ne

(1) and inserting “in the case of the tax imposed

1401(a), that part of the net”,

(B) by striking “applicable contribution base (as deter-
mined under subsection (k))” in paragraph (1) and inserting
“contribution and benefit base (as determined under section
230 of the Social Security Act)”,

(C) by inserting “and” after “section 3121(b),”, and

(D) by striking “and (C) includes” and all that follows
through “3111(b)".

(2) Section 1402 is amended by striking subsection (k).
(c) RAILROAD RETIREMENT TAX.—

(1) Subparasmph (A) of section 3231(e)2) 13 amended by
adding at the thereof the following new clause

“(iii) HOSPITAL INSURANCE TAXES.—C]ause (i) shall
not apply to—

“(I) so much of the rate applicable under sec-
tion 3201(a) or 3221(a) as does not exceed the
rate of tax in effect under section 3101(b), and

“(II) so much of the rate applicable under sec-
tion 3211(a)1) as does not exceed the rate of tax
in effect under section 1401(b).”

(2) Clause (i) of section 3231(e}(2XB) is amended to read
as follows:

“i) TIER 1 TAXES -—Exce?t as provided in clause

(i), the term ‘applicable base’ means for any calendar

year the contribution and benefit base determined

under section 230 of the Social Security Act for such
calendar year.”
(d) TECHNICAL AMENDMENTS

(1) Paragraph (1) of sechon 6413(c) is amended by s
“section 3101 or section 3201” and inserting sectxon 3101(&)
or section 3201(a) (to the extent of so much of the rate
applicable under section 3201(a) as does not exceed the rate

of tax in effect under section 3101(a))”.

(2) Subparagraphs (B) and (C) of section 6413(c)2) are
each amended by striking “section 3101” each place it appears
and inserting “section 3101(a)”.

(3) Subsection (c) of section 6413 is amended by striking

paraigrﬁ h (3).
ions 3122 and 3125 are each amended by stnkmg
applicable contribution base limitation” and inserting “con-
tn ution and benefit base limitation”.
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(e) EFFECTIVE DATE.—The amendments made by this section
shall apply to 1994 and later calendar years.

SEC. 13208. TOP ESTATE AND GIFT TAX RATES MADE PERMANENT,

(a) GENERAL RULE.—The table contained in paragraph (1) of
section 2001(c) is amended by striking the last item and inserting
the following new items:

“Over $2,500,000 but not over  $1,025800, plus 53% of the excess over
$3,000,000. $2,500,000.

Over $3,000,000 ..........ccocecerrmmraresrassnne 31&50,800. plus 55% of the over
,000,000.”

(b) CONFORMING AMENDMENTS.—
(1) Subsection (c) of section 2001 is amended by st.rikj.nﬁ
F;)ragraph (2) and by redesignating paragraph (3) as paragrap

(2) P aph (2) of section 2001(c), as redesa&ated b;
paragraph (ﬂ g: amended by striking “($18,340, in thz
case of ts dyi ,andgii{nmade, after 1992)”.
(3) The last sentence of section 2101(b) is amended b;r
striking “section 2001(cX3)” and inserting “section 2001(cX2)”.
" al{t:) EM DA‘l’E.—fT(llxe ameadrgents madde by thisdsa:tfit:;n
8 apply in the case of decedents dying and gifts made r
December 31, 1992.

SEC. 13200. REDUCTION IN DEDUCTIBLE PORTION OF BUSINESS
MEALS AND ENTERTAINMENT.

(a) GENERAL RULE.—Paragraph (1) of section 274(n) (relati
to::lrgfst]pemnt of meal and entertainment nses allow:
%0 ueti'?”n) is amended by striking “80 percent” and inserting

percent”.

: (2b% fgmmm&; eﬁsgnom.-;g‘”he !(lilb!ection hesaot},mg for sec-
on n) is amen striking “80” and inserting “50”,

(¢) EFFECTIVE DATE.—The amendments made by this section

shall apply to taxable years beginning after December 31, 1993.

SEC. 13210. ELIMINATION OF DEDUCTION FOR CLUB MEMBERSHIP
FEES.

(a) IN GENERAL.—Subsection (a) of section 274 (relating to
g.isa.lloyvane: t?xi; cermn entf"emm!;' etc., expenses) ];s amended
addmga end thereof the following new paragraph:

¢ (3) DENIAL OF DEDUCTION FOR CLUB DUES.—IEotWithstand-

ing the precem provisions of this subsection, no deduction

shall be allo under this chacrter for amounts paid or

incurred for membership in any club organized for business,
leasure, recreation, or other social purpose.”

) EXCEPTION FOR EMPLOYEE RECREATIONAL EXPENSES NoT

To AppLy.—Paragraph (4) of section 274(e) is amended by adding

at the end thereof the following: “This paragraph shall not apply

for purposes of subsection (a)3).
(c) EFFECTIVE DATE.—The amendments made by this section
shall apply to amounts paid or incurred after December 31, 1993.

- SEC. 13211. DISALLOWANCE OF DEDUCTION FOR CERTAIN EMPLOYEE
REMUNERATION IN EXCESS OF $1,000,000.

(a) GENERAL RULE.—Section 162 (relating to trade or business
expenses) is amended by redmtmg subsection (m) as subsection
(n) and by inserting after s tion (1) the following new sub-
section:

26 USC 1402
note.

26 USC 2001.

26 USC 2001
note.

26 USC 274 note.

26 USC 274 note.
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“(m) CERTAIN EXCESSIVE EMPLOYEE REMUNERATION.—

“(1) IN GENERAL.—In the case of any publicly held corpora-
tion, no deduction shall be allowed under this chapter for
applicable employee remuneration with respect to any covered
employee to the extent that the amount of such remuneration
for the taxable year with respect to such employee exceeds
$1,000,000.

“(2) PUBLICLY HELD CORPORATION.—For purposes of this
subsection, the term ‘publicly held corporation’ means any cor-
poration issuing any class o commone&xi securities required
Roctbefi; is under section 12 of the ities Excim.nge

0 -

“(3) COVERED EMPLOYEE.—For purposes of this subsection,
the t.e;'fm ‘covered employee’ means any employee of the tax-

ayer if—
iy “(A) as of the close of the taxable year, such employee
is the chief executive officer of the taxpayer or is an individ-
ual acting in such a capacity, or

“(B) the total compensation of such employee for the
taxable year is required to be reported to shareholders
under the Securitiee Exchange Act of 1934 by reason of
such employee being among the 4 highest compensated
ogeer? for the taxable year (other than the chief executive
officer).

“(4) APPLICABLE EMPLOYEE REMUNERATION.—For purposes
of this subsection— .

“(A) IN GENERAL.—Except as otherwise provided in
this paragraph, the term ‘applicable employee remunera-
tion' means, with respect to any covered employee for any

taxal::}gds;ear the aggregate amount allowable as a deduc-
tion r this chapter for such taxable year (determined
without regard to this subsection) for remuneration for
services performed by such employee (whether or not dur-
ing the taxable year).

“(B) EXCEPTION FOR REMUNERATION PAYABLE ON
COMMISSION BASIS.—The term ‘applicable employee remu-
neration’ shall not include any remuneration payable on
a commission basis solely on account of income generated
directly by the individual performance of the individual
to whom such remuneration is payable.

“(C) OTHER PERFORMANCE-BASED COMPENSATION.—The
term ‘applicable employee remuneration’ shall not include
any remuneration payable solely on account of the attain-
ment of one or more performance goals, but only if—

“(i) the performance goals are determined by a
compensation committee of the board of directors of
the taxpayer which is comprised solely of 2 or more
outside directors,

“(ii) the material terms under which the remunera-
tion is to be paid, including the performance goals,
are disclosed to shareholders and apEroved by a major-
ity of the vote in a separate shareholder vote before
the payment of such remuneration, and

“(iii) before any payment of such remuneration,
the compensation committee referred to in clause (i)
certifies that the performance goals and any other
material terms were in fact satisfied.
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“(D) EXCEPTION FOR EXISTING BINDING CONTRACTS.—
The term ‘applicable employee remuneration’ shall not
include any remuneration payable under a written bindi
contract which was in on February 17, 1993, an
which was not modified thereafter in any material respect
before (E)uch remuneration is paid. it "

“(E) REMUNERATION.—For purposes of this paragraph,
the term ‘remuneration’ includeg any remuneration (inc.lll:.d-
ing benefits) in any medium other than cash, but shall
not include—

“(i) any payment referred to in so much of section
3121(aX5) as Eenreeades suhﬁagmph (E) thereof, and
“(ii) an efit provi to or on behalf of an
employee if at the time such benefit is provided it
is reasonable to believe that the employee will be able
to exclude such benefit from gross income under this

chapter.
For purposes of clause (i), section 3121(a)5) shall be applied
withl:but to section 3121(v)(1). ”

“(F) COORDINATION WITH DISALLOWED GOLDEN PARA-
CHUTE PAYMENTS,—The dollar limitation contained in para-
graph (1) shall be reduced (but not below zero) by the
amount (if any) which would have been included in the
applicable employee remuneration of the covered employee
gtgohhg taxable year but for being disallowed under section

(b) EFFECTIVE DATE.—The amendment made by subsection (a) 26 USC 162 note.
shall apply to amounts which would otherwise be deductible for
taxable years beginning on or after January 1, 1994.

SEC. 13212. REDUCTION IN COMPENSATION TAKEN INTO ACCOUNT IN
DETERMINING CONTRIBUTIONS AND BENEFITS UNDER
QUALIFIED RETIREMENT PLANS,

(a) QUALIFICATION REQUIREMENT.—
(1) IN GENERAL.—Section 401(a)}(17) is amended— 26 USC 401.
(A) b a% “$200,000” in the first sentence and
inserti ¥$150,
(B) by striking the second sentence, and
(C) by adding at the end the following new subpara-

ph:
“(B) COST-OF-LIVING ADJUSTMENT.—
“(i) IN GENERAL.—If, for any calendar year after
1994, the excess (if any) of—
“(I) $150,000, increased by the cost-of-living
adjustment for the calendar year, over
“(II) the dollar amount in effect under
subparagraph (A) for taxable years beginning in
the calendar year,
is equal to or greater than $10,000, then the $150,000
amount under subparagraph (A) (as previously
adjusted under this subparagraph) for any taxable Yaur
m in any subsequent calendar year shall be
i by the amount of such excess, rounded to
the next lowest multiple of $10,000. L
“(ii) COST-OF-LIVING ADJUSTMENT.—The cost-of-liv-
ing adjustment for any calendar year shall be the
ustment made under section 415(d) for such cal-
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endar except that the base period for purposes
of sectly::rﬂli(d)(l)(A) ahall be the calendar quarter
beginning October 1, 1993.
(2) CONFORMING AMENDMENT.—Section 401(a)17) is
amended by striking “(17) A trust” and inserting:
“(17) COMPENSATION LIMIT.—
“(A) IN GENERAL.—A trust”,
(b) SIMPLIFIED EMPLOYEE PENSIONS.—
(1) IN GENERAL.—P phs (3XC) and (6)XDXii) of section
;4&8&15) are each amended E striking “$200,000” and inserting
(2) CoST-OF-LIVING.—Paragraph (8) of section 408(k) is
amended to read as follows:
“(8) COST-OF-LIVING ADJUSTMENT.—The Secretary shall
ad,ust the $300 amount in paragraph (2XC) at the same time
in the same manner as under section 415(d) and shall
ad]ust the $150,000 amount in paragraphs (3XC) and (6XD)ii)
at the same time, and by the same amount, as any adjustment
under section 401(3)( 17XB).”
(c) OTHER RELATED PROVISIONS.—
(1) IN GENERAL.—Sections 404(1) and 505(bX7) are each
dEd(X) b $200,000 in the firs d
8 “$2 ” in the t sentence an
Xu?&%ﬁ - ; i
e second sentence and inserting e
tary shall imst the $150,000 amount at the same
hme and by the same amount, as any adjustment under
section 401(3)(17)(]3) 5
(2) CONFORMING AMENDMENT.—The headmg for section
505(b)(7) is amended by striking “$200,000
(d) EFFECTIVE DATES.—
(1) IN GENERAL.—Except as provided in this subsection,
the amendments made bgethla section shall apply to benefits
in plan years beginning after December 31, 1993.
(2) u.EcrImY BARGAINED PLANS.—In the case of a plan
maintained pursuant to 1 or more collective bargaining agree-
ments between employee representatives and 1 or more employ-
ers ratified before the date of the enactment of this Act, the
amendments made by this section shall not apply to contribu-
tions or benefits tg ursuant to such agreements for plan years
begi before the earlier of—
A) the latest of—
(i) January 1, 1994
(i) the date on which the last of such collective
gaining agreements terminates (without regard to
any extension, amendment, or modification of such
agreements on or after such date of enactment), or
(iii) in the case of a & maintained pursuant
to collective bargaining r the Railway Labor Act,
the date of execution of an extension or replacement
of the last of such collective bargaining agreements
in effect on such date of enactment, or
(B) January 1, 1997,
(3) TRANSITION RULE FOR STATE AND LOCAL PLANS.—
(A) IN GENERAL.—In the case of an eligible participant
a governmental plan (within the me: of section
414{d) of the Intarnal Revenue Code of 1986), the dollar



PUBLIC LAW 103-66—AUG. 10, 1993 107 STAT. 473

limitation under section 401(a)(17) of such Code shall not
apg}{ to the extent the amount of compensation which
is allowed to be taken into account under the plan would
be reduced below the amount which was allowed to be
Iia]ieggsinto account under the plan as in effect on July

(B) ELIGIBLE PARTICIPANT.—For purposes of subpara-
E;:ph (A), an eligible participant is an individual who

t became a participant in the plan during a plan year
beginnj.nfg before the 1st plan year beginning after the
earlier of—

(i) the plan year in which the plan is amended
to reflect the amendments made by this section, or
(ii) December 31, 1995.

(C) PLAN mls Ammml:n TO mcorltlpogi\m LIMITS.—
This paragrap not apply to any eligible participant
of a plan unless the plan is amended so that the plan
incorporates by reference the dollar limitation under section
40:.l£a 17;;‘}:!; e Intemall b{\‘avenue Code off19861, effective
with res to noneligible participants for plan years
beginning after December 31, 1995 (or earlier if the plan
amendment so provides).

SEC. 13213. MODIFICATIONS TO DEDUCTION FOR MOVING EXPENSES.

(a) DEFINITION OF DEDUCTIBLE EXPENSES.—

(1) IN GENERAL.—Subsection (b) of section 217 (defining 26 USC 217.
moving expenses) is amended to read as follows:
“(b) DEFINITION OF MOVING EXPENSES.—

“(1) IN GENERAL.—For purposes of this section, the term
‘moving expenses’ means only the reasonable expenses—

"fg of moving household goods and personal effects
from the former residence to the new residence, and
“(B) of traveling (including lodging) from the former
residence to the new place of residence.
Such term shall not include any expenses for meals.

“(2) INDIVIDUALS OTHER THAN TAXPAYER.—In the case of
any individual other than the taxpayer, expenses referred to
in paragraph (1) shall be taken into account only if such individ-
uar‘ilras both the former residence and the new residence as
his principal place of abode and is a member of the taxpayer’s
houaaholdl?"

(2) CONFORMING AMENDMENTS.—

(A) Section 217 is amended by striking subsection (e).
(B) Subsection (f) of section 217 is amended to read
as follows:

“(f) SELF-EMPLOYED INDIVIDUAL.—For purposes of this section,
the term ‘self-employed individual’ means an individual who per-
forms personal services—

“(1) as the owner of the entire interest in an unincorporated
trade or business, or

“2) as a partner in a partnership carrying on a trade
or business.”

(C) P ph (3) of section 217(g) is amended by
inserting “and” at the end of subparagraph (A), by stri]dxz_g
subparagraph (B), and by redesignating subparagraph (
as subparagraph (B).
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(D) Subsection (h) of section 217 is amended by striking

gooordawaph (1) and redesignating the following paragraphs
n

(E) %echon 1001 is amended by striking subsection

.
(F) Subsection (e) of section 1016 is amended to read
as follows:

“(e) CROSS REFERENCE.—

“For treatment of separate mineral interests as one property, see
section 6814.”

(b) INCREASE IN MILEAGE REQUIREMENT. —Psragraph (1) of sec-
tmn 217(c) is amended by striking “35 miles” each place it appears
and inserting “50 mil
N (c) DEDUCTION ALLOWED IN COMPUTING ADJUSTED GROSS

COME.—
(1) IN GENERAL.—Subsection (a) of section 62 (
(14) on fﬁlioss income) is amended by inserting after paragrap.
e following new paragra
“(15) MOVING EXPENSES. vl‘he deduction allowed by section

(2) CONFORMING AMENDMENT.—Subsection (b) of section
67 is_amended by striking par ph (6) and redesignating
the following par phs acco
(d) EXCLUSION OF EMPLOYER REIMBURSEMENT FOR DEDUCTIBLE

EXPENSES.—

(1) IN GENERAL.—Subsection (a) of section 132 (relating
to certain fringe benefits) is amended by striking “or” at the
end of p aph (4), by Bt the iod at the end of
paragraph g; and msertmg adding at the end
thereof the following new paragrap

“(6) qualified movmgerpensermmbursement.”

(2) ALIFIED MOVING EXPENSE  REIMBURSEMENT

ion 132 is amended by redesignating subsections

(B) (h) (1) (), (k), and (1), as subsections (h) D, ¢, k),

an (m), respectwely, and by inserting after subsection

the fo! owmgnew subsection:

“(g) QUALIFIED MOVING EXPENSE REIMBURSEMENT.—For pur-
poses of this section, the term ‘qualified moving expense reimburse-
ment’ means any amount received (directly or indirectly) by an
individual from an employer as a pa t for (or a reimbursement
of) expenses which would be deductible as moving expenses under
section 217 if directly paid or incurred by the individual. Such
term shall not include any %ayment for (or reimbursement of)
an el’x_pense actually deducted by the individual in a prior taxable

(3) CONFORMING AMENDMENTS.—
(A) Section 82 is amended by striking “There shall”
and umertmg “Except as provided in section 132(a)(6), there

(B) Subsection (j) of section 132 (as redesignated by
paragraph (2)) is amended by striking “subsection (f)” in
para(géraph (4)BX(iii) thereof a.nd inserting “subsection (h)”.
Subsection (1) of section 132 (as redesignated by

paragraph (2)) is amended by striking “subsection (e)” and
inserting “subsections (e) and (g)".

(D) Section 4977((:) is amended striking “section
132(g)2)” and inserting “section 132(1)(2{'
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(e) EFFECTIVE DATE.—The amendments made by this section 26 USC 62 note.
shall apply to expenses incurred after December 31, 1993; except
that the amendments made by subsection (d) shall apply

reimbursements or other payments in respect of expenses incurred
after such date.

SEC. 13214, SIMPLIFICATION OF INDIVIDUAL ESTIMATED TAX SAFE
HARBOR BASED ON LAST YEAR'S TAX.

(a) IN GENERAL.—Paragraph (1) of section 6654(d) (relating
to amount of required estimated tax installments) is amended by 26 USC 6654.
striking suhparagraphs (C) (D), (E), and (F) and by inserting the

following new sub E
ATION ON USE OF PRECEDING YEAR'S TAX.—
“(:) IN GENERAL.—If the 8 mcome
shown on the return of the indivi ual for fp
taxable year exceeds $150,000, clause (ii) of subp. ara-
gaPh ('B); shall be applied By subst:ltut.mg ‘110 percent.’

“(n) Snpm'm RETURNS.—In the case of a married
individual (within the meaning of section 7703) who
files a separate return for the taxable year for which
the amount of the installment is being determined,
clause (i) shall be applied by substituting ‘675,000
for ‘$150,000".

“(iii) SPECIAL RULE.—In the case of an estate or
trust, adjusted gross income shall be determined as
pm\nded in section 67(e) ot

O ot AT o ) i mended b
grap of section 1s amen y
gm ubsection (dX1)XC)Xiii) not aps
(2) Paragra (4) of section 6654(1) is amended by striking
“paragraphs (1XC)iv) and (2XB)() of subsection (d)” and insert-
ing “subsection (dX2XB)i)”.
(c) EFFECTIVE DATE.—The amendments made by this section 26 USC 6654
shall apply to taxable years beginning after December 31, 1993. note-

SEC. 13215. SOCIAL SECURITY AND TIER 1 RAILROAD RETIREMENT
BENEFITS.

(a) ADDITIONAL INCLUSION FOR CERTAIN TAXPAYERS.—

(1) In GENERAL—-Subsectmn (a) of section 86 (relati
malndedmby ty dd‘:n;n? t:e{h rallroad e df lliet.lrement benefits h
ame a at the en e follo new paragra

“(2) ADDITIONAL AMOUNT.—In the case of a r w]‘:th

to whom the amount determined under subsection
(b 1XA) exceeds the adjusted base amount, the amount
included in gross income under this section shall be equal
to the lesser of—
“(A) the sum of—
“(i) 85 percent of such excess, plus
“(ii) the lesser of the amount determined under
galé_ng'raph (1) or an amount equal to one-half of the
erence between the adj base amount and the
base amount of the taxpayer
“(B) 85 percent of the socm.f security benefits received
during the taxable year.”

(2) CONFORMING AMENDMENTS.—Subsection (a) of section

86 is amended—
(A) by striking “Gross” and inserting:
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“(1) IN GENERAL.—Except as provided in paragraph (2),
gross”, and
p(h?(% red;s(}sg;mtiwmagmphs (1) and (2) as subpara-
an , respectively.
(b) AONETED BASE AMOUNT.—Section 86(c) (defining base
amount) is amended to read as follows:
“(c) BASE AMOUNT AND ADJUSTED BASE AMOUNT.—For purposes
of this section—
“(1) BASE AMOUNT.—The term ‘base amount’ means—
R “(A) except as otherwise provided in this paragraph,
25

,000,
“(B) $32,000 in the case of a joint return, and
“(C) zero in the case of a taxpayer who—

“(i) is married as of the close of the taxable year
(within the meaning of section 7703) but does not
file a joint return for such year, and

“(ii) does not live apart from his spouse at all
times during the taxable year.

“(2) ADJUSTED BASE AMOUNT.—The term ‘adjusted base
amount’ means—

“(A) except as otherwise provided in this paragraph,
$34,000,

“(B) $44,000 in the case of a joint return, and

“(C) zero in the case of a taxpayer described in para-
graph (1XC).”

(c) TRANSFERS TO THE HOSPITAL INSURANCE TRUST FUND.—

(1) IN GENERAL.—Paragraph (1) of section 121(e) of the
Social Security Amendments of 1983 (Public Law 92-21) is
amended by—

(A) striking “There” and inserting:

“(A) There™;

(B) inserting “(i)” immediately following “amounts
equivalent to”; and

(C) striking the period and inserting the following:
“, less (ii) the amounts equivalent to the aggregate increase
in tax liabilities under chapter 1 of the Internal Revenue
Code of 1986 which is attributable to the amendments
to section 86 of such Code made by section 13215 of the
Revenue Reconciliation Act of 1993.

“B) There are hereby appropriated to the hospital
insurance trust fund amounts equal to the increase in
tax liabilities described in subparagraph (A)(i). Such appro-
priated amounts shall be transferred from the general fund
of the 'l‘memr{’ on the basis of estimates of such tax
liabilities made by the Secretary of the Tre. . Transfers
shall be made pursuant to a schedule made by the Sec-
retary of the Treasury that takes into account estimated
timing of collection of such liabilities.”

(2) DEFINITION.—Paragraph (3) of section 121(e) of such
Act is amended by redesignating subparagraph (B) as subpara-
graph (C), and by inserting after subparagraph (A) the following
new subparagraph:

“(B) HOSPITAL INSURANCE TRUST FUND.—The term ‘hos-
pital insurance trust fund’ means the fund established
pursuant to section 1817 of the Social Security Act.”.
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(3) CONFORMING AMENDMENT.—Paragraph (2) of section
121(e) of such Act is amended in the first sentence by striking 42 USC 401 note.
"paragrglpﬂh (1)” and inserting “pmgir)aph (1xA)".
(4) TECHNICAL AMENDMENTS.—Paragraph (1XA) of section
121(e) of such Act, as redesignated and amended b garagraph
(1), is amended by striking “1954” and inserting “1986”,
(d) EFFECTIVE DATE.—The amendments made by subsections 42 USC 86 note.
(3? ?3330” shall apply to taxable years beginning December

PART II—PROVISIONS AFFECTING
BUSINESSES

SEC. 13221. INCREASE IN TOP MARGINAL RATE UNDER SECTION 11.

(a) GENERAL RULE.—Paragraph (1) of section 11(b) (relating 26 USC 11.
N e ot kit St ak it ol of h (B)

y 8 and” at the end of subparagra !
(2) by striking subparagraph (C) ans insertglg the follow-

“(C) 34 percent of so much of the taxable income as
exceeds $75,000 but does not exceed $10,000,000, and

“(D) 35 percent of so much of the taxable income as
exceeds $10,000,000.”, and
(3) by adding at the end thereof the following new sentence:

“In the case of a corporation which has taxable income in

excess of $15,000,000, the amount of the tax determined under

the foregoing provisions of this paragraph shall be increased

b{ an additional amount o%u.al to the lesser of (i) 3 percent

of such excess, or (ii) $100,000.”

(b) CERTAIN PERSONAL SERVICE CORPORATIONS.—Paragraph (2)
og 5i;eci;im:l gl(b) is amended by striking “34 percent” and inserting
“35 percent”.

(c) CONFORMING AMENDMENTS.—

(1) Clause (iii) of section 852(b)3)XD) is amended by strik-
ing “66 nt” and inserting “65 percent”.
(2) Subsection (a) of section 1201 is amended by striking

“34 percent” each place it appears and inserting “35 percent”.

{)30) Paragraphs (1) and (2) of section 1445(e) are each
amended by ing “34 percent” and inserting “35 percent”.

(d) EFFECTIVE DATE.—The amendments made by this section 26 USC 11 note.
shall apply to taxable years beginning on or after January 1, 1993;
except t the amendment made by subsection (c)3) shall take
effect on the date of the enactment of this Act.

SEC. 13222. DENIAL OF DEDUCTION FOR LOBBYING EXPENSES.

(a) DISALLOWANCE OF DEDUCTION.—Section 162(e) (relating to
appearances, etc.,, with respect to legislation) is amended to read
as follows:

“(e) DENIAL OF DEDUCTION FOR CERTAIN LOBBYING AND POLITI-
CAL EXPENDITURES.—

“(1) IN GENERAL.—No deduction shall be allowed under
subﬁection (a) for any amount paid or incurred in connection
with—

“(A) influencing legislation,
“B) partici uo:g':;, or intervention in, any political
campaign on of (or in opposition to) any candidate
for public office,
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“C) any attempt to influence the general public, or
segments thereof, with respect to elections, legislative mat-
ters, or referendums, or

“D) any direct communication with a covered executive
branch official in an attempt to influence the official actions
or positions of such official.

“(2) EXCEPTION FOR LOCAL LEGISLATION.—In the case of
any legislation of any local council or similar governing body—

“(A) paragraph (1XA) shall not apply, and ;

“(B) the deduction allowed by subsection (a) shall
include all ordinary and necessary expenses (including,
but not limited to, traveling expenses described in su
section (a)2) and the cost of preparing testimony) paid
or incurred during the taxable year in carrying on any
trade or business—

“@) in direct connection with appearances before,
submission of statements to, or sending communica-
tions to the committees, or individual members, of
such council or body with respect to legislation or
proposed legislation of direct interest to the taxpayer,
or

“(ii) in direct connection with communication of
information between the taxpayer and an organization
of which the taxpayer is a member with res to
any such legislation or proposed legislation which is
of direct interest to the taxpayer and to such organiza-
tion,

and that portion of the dues so paid or incurred with
respect to any organization of which the taxpayer is a
member which is attributable to the expenses of the activi-
ties described in clauses (i) and (ii) carried on by such
o’ ization.
“(3) APPLICATION TO DUES OF TAX-EXEMPT ORGANIZATIONS.—
No deduction shall be allowed under subsection (a) for the
portion of dues or other similar amounts paid by the tax%ayer
to an o ization which is exempt from tax under this subtitle
which organization notifies the taxpayer under section
?BSS(B{(iI){A)(il) is allocable to expenditures to which paragraph
applies.
P&) INFLUENCING LEGISLATION.—For purposes of this
subsection—

“(A) IN GENERAL.—The term ‘influencing legislation’
means any attempt to influence any legislation
communication with any member or em@ oyee of a legisla-
tive body, or with any government official or employee
who magr participate in the formulation of legislation.

“(B) LEGISLATION.—The term ‘legislation’ has the
meaning given such term by section 4911(eX2).

“(5) OTHER SPECIAL RULES.—

“(A) EXCEPTION FOR CERTAIN TAXPAYERS.—In the case
of any taxpayer engagg in the trade or business of conduct-
ing activities descri in paragraph (1), paragraph (1)
shall not apply to nditures of the ayer in conduct-
ing such activities di y on behalf of another person
(but shall apply to payments by such other person to the
taxpayer for conducting such activities).

“(B) DE MINIMIS EXCEPTION.—
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“(i) IN GENERAL.—Paragraph (1) shall not a
to any in-house ditures K:r any taxable yegrp?f
such expenditures do not exceed $2,000. In determining
whether a taxpayer exceeds the $2,000 limit under
this clause, there shall not be taken into account over-
head costs otherwise allocable to activities described
in parafra hs (1XA) and (D).

“(ii -HOUSE EXPENDITURES.—For purposes of
clause (i), the term ‘in-house expenditures’ means
expenditures described in paragraphs (1XA) and (D)
other than—

“(I) payments by the taxpayer to a n

in the trade or business of conducting
activities described in paragraph (1) for the con-
duct of such activities on behﬁ.f of the taxpayer,

or
“II) dues or other similar amounts paid or
incurred by the taxpayer which are allocable to
activities described in paragraph (1).

“(C) EXPENSES INCURRED IN CONNECTION WITH LOBBY-
ING AND POLITICAL ACTIVITIES.—Any amount paid or
incurred for research for, or preparation, p ing, or
coordination of, any activity described in paragraph (1)
shall be treated as paid or incurred in connection with
such activity.

“(6) COVERED EXECUTIVE BRANCH OFFICIAL.—For p
of this subsection, the term ‘covered executive branch official’
means—

“(A) the President,

“(B) the Vice President,

“(C) any officer or employee of the White House Office
of the Executive Office of the President, and the 2 most
senior level officers of each of the other agencies in such
Executive Office, and

“(DXi) any individual serving in a position in level
I of the Executive Schedule under section 5312 of title
5, United States Code, (ii) other individual designated
by the President as having Cabinet level status, and (iii)
(&.l)illy u(nur)ned.mt.e deputy of an individual described in clause
1) or .

“(7) SPECIAL RULE FOR INDIAN TRIBAL GOVERNMENTS.—For
urposes of this subsection, an Indian tribal government shall
ge treated in the same manner as a local council or similar
governing body.

“(8) CROSS REFERENCE.—

“For re| ts and alternative taxes related to this
e T B

(b) DISALLOWANCE OF CHARITABLE DEDUCTION IN CERTAIN
Casgs.—Section 170(f) (relating to disallowance of deduction in
certain cases and special rules), as amended by section 13172,
is amended by adding at the end the following new paragraph:

“(9) DENIAL OF DEDUCTION WHERE CONTRIBUTION FOR
LOBBYING ACTIVITIES.—No deduction shall be allowed under
this section for a contribution to an organization which conducts
activities to which section 162(eX1) applies on matters of direct
financial interest to the donor’s trade or business, if a principal
purpose of the contribution was to avoid Federal income tax
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by ing a deduction for such activities under this section

which would be disallowed by reason of section 162(e) if the

donor had conducted such activities directly. No deduction shall
be allowed under section 162(a) for any amount for which

a deduction is disallowed under thigechreeedmg sentence.”

(¢) REPORTING REQUIREMENTS. ion 6033 (relating to
returns by exempt organizations) is amended by redemﬁtmg sub-
section (e) as subsection (f) and by inserting after subsection (d)
the following new subsection:

“(e) SPECIAL RULES RELATING TO LOBBYING ACTIVITIES. —

“(1) REPORTING REQUIREMENTS.—
“(A) IN GENERAL.—If this subsection applies to an
organization for any taxable year, such organization—

“(i) shall include on any return required to be
filed under subsection (a) for such information
setting forth the total expenditures of the organization
to which section 162(e)X1) applies and the total amount

of the dues or other si amounts paid to the
orgdaniz.ation to which such expenditures are allocable,
an

“(ii) except as provided in paragraphs (2)(AXi) and
(3), shall, at the Eme of assessment or payment of
such tlilues or owa; amounts, provxhld'lde notice
to each person ing such payment which contains
a reasonable estimate of the portion of such dues or
other similar amounts to which such expenditures are
so allocable.

“(B) ORGANIZATIONS TO WHICH SUBSECTION APPLIES.—

“(i) IN GENERAL.—This subsection shall apply to
any o ization which is exempt from taxation under
this subtitle other than an organization described in
section 501(c)X3).

“(ii) SPECIAL RULE FOR IN-HOUSE EXPENDITURES.—
This subsection shall not apply to the in-house e di-
tures (within the meaning of section 162(e)}5)B)Xii))
of an organization for a taxable year if such ndi-
tures do not exceed $2,000. In determining whether
a taxpa, rexceedsthe*2,000 limit under this clause,
there shall not be taken into account overhead costs
otherwise allocable to activities described in subpara-
graphs (A) and (D) of section 162(e)(1).

“(C) ALLOCATION.—For purposes of this paragraph—

“G) IN GENERAL.—L};penditures to which section
162(eX1) applies shall be treated as paid out of dues
or other similar amounts to the extent thereof.

“(ii) CARRYOVER OF LOBBYING EXPENDITURES IN
EXCESS OF DUES.—If expenditures to which section
162(eX1) applies exceed the dues or other similar
amounts for any taxable year, such excess shall be
treated as expenditures to which section 162(e)1)
applies which are paid or incurred by the organization
during the following taxable year.

“(2) TAX IMPOSED WHERE ORGANIZATION DOES NOT NOTIFY,—
“(A) IN GENERAL.—If an organization—

“(i) elects not to provide the notices described in
paragraph (1)XA) for any taxable year, or
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“(ii) fails to include in such notices the amount
allocable to expenditures to which section 162(e)(1)
ap&lies (determined on the basis of actual amounts
ff)( Aa)n(-t.;;an the reasonable estimates under paragraph

1)),
then there is hereby imposed on such organization for
such taxable year a tax in an amount equal to the product
of the highest rate of tax imposed by section 11 for the
taxable year and the aggregate amount not included in
such notices by reason of such election or failure.

“(B) WAIVER wmmthmwtgxmamt{w %ADE.—-Thﬁ
Secretary may waive the im subparagra
(AXii) for any taxable if thepgrgani:ationpagrees pto
adjust its estimates r paragraph (1)(AXii) for the fol-
lowing taxable year to correct any failures.

C) TAX TREATED AS INCOME TAX.—For purposes of
this title, the tax imposed by subparagraph 8\) shall be
treated in the same manner as a tax imposed by chapter
1 (relating to income taxes).

o “3) Elbltflsﬁl)orq w:mnf DUES gENERALL\[ N%ynm&%mw&;
aragrap) shall not ap an organization w! es!
lishes to the satisfaction o ge Secretary that substantially
all of the dues or other similar amounts paid by persons to
ilécz:(h ;:gganization are not deductible without regard to section
e). ;
. (d) ponrgbamc} Amnh (B?mns.-—Sechb red.m' 787_1{&)(6)bis mendig
) subparagrap an esigna subparagrap!
(8) and (D) as subparagraphs (B) and (C), respectively.
(e) EFFECTIVE DATE.—The amendments made this section
shall apply to amounts paid or incurred after December 31, 1993.

SEC. 13223. MARK TO MARKET ACCOUNTING METHOD FOR SECURI-
TIES DEALERS.

(a) GENERAL RULE.—Subpart D of part II of subchapter E
of chapter 1 (relating to inventories) is amended by adding at
the end thereof the following new section:

“SEC. 4756. MARK TO MARKET ACCOUNTING METHOD FOR DEALERS
IN SECURITIES.

“(a) GENERAL RULE.—Notwithstanding any other provision of
this subpart, the following rules shall apply to securities held by
a dealer in securities:

“1) h‘:]nly security which is inventory in the hands of the
dealer s be included in inventory at its fair market value.

“2) In the case of any security which is not inventory
in the hands of the dealer and which is held at the close
of any taxable year—

“(A) the dealer shall recognize gain or loss as if such
security were sold for its fair market value on the last
business day of such taxable year, and

“(B) any gain or loss shall be taken into account for
such taxable year,

Proper adjustment shall be made in the amount of any gain

or loss subsequently realized for gain or loss taken into account

under the preceding sentence. Secretary may provide by
regulations for the application of this paragraph at times other
than the times provided in this paragraph.

“(b) EXCEPTIONS.—

107 STAT. 481

26 USC 7871.

26 USC 162 note.
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“(1) IN GENERAL.—Subsection (a) shall not apply to—

“(A) any security held for investment,

“(BXi) any 3 described in subsection (c)X2XC)
which is_acquired (including originated) by the taxpayer
in the ordinary course of a trade or business of the taxpayer
and whlch is not held for sale, and (ii) any obli tmn

a security described in clause (i) if such obliga.
non is entered into in the ordinary course of such trade
or business and is not held for sale, and

“(C) any security which is a hedge with respect to—

“(i) a security to which subsection (a) does not

appl
=Y(m) a posmon, right to income, or a hablhty which
is not a securi the hands of the taxpaye
To the extent provi m regulations, subparagrayh (C) shall
not apply to any security held by a person in its capacity
as a dealer in securities.

“(2) IDENTIFICATION REQUIRED.—A security shall not be
treated as described in subparagraph (A), (B), or (C) of para-
graph (1), as the case may be, unless such uectmty is clearl
1denhﬁed m the dealer's records as being described in suc

ph before the close of the day on which it was
mngma ted, or entered into (or such other time as
may by regulations prescribe).

“(3) SECURITIES SUBSEQUENTLY NOT EXEMPT.—If a security
ceases to be described in paragraph (1) at any time after
it was identified as such under S&ragr ! h (2), subsection (a)

shall apply to any changes in value of the sectmty occurring
after the cessation.

“(4) SPECIAL RULE FDR PROPERTY HELD FOR INVESTMENT.—
To the extent provided in mgulatmns, subparagraph (A) of
paragraph (1) shall not a p{mhan y security described in
subparagraph (D) or (E) o on (cX2) which is held by
a dealer in such securities.
“(c) Dzmmom .—For purposes of this section—

“(1) DEALER IN SECURITIES DEFINED.—The term ‘dealer in
securities’ means a taxpayer who—

“(A) regularly purchases securities from or sells securi-
ties to customers in the ordinary course of a trade or
business; or

“B) regu.larly offers to enter into, assume, offset, assign
or otherwise terminate positions in securities with cus-
tomers in the ordinary course of a trade or business.

“(2) SECURITY DEFINED.—The term ‘security’ means any—

“(A) share of stock i m a corporat.mn

“B) partnershl beneficial ownershlp interest in
a wld%y held or pub traded partnership or trust

) note, bond, debenture, or other evidence of indebt-

ess;

“D) interest rate, currency, or equity notional principal
contract;

“E) evidence of an interest i mhgsa derivative financial
instrument in, any security described in subparagraph (A),
(B), (C), or (i)), or any currency, including any option
forward contract, short position, and any similar financial
instrument in such a security or currency; and

“(F) position which—
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“(i) is not a security described in subparagraph
(A), (B), (C), (D), or (E),
d“(ii) is a hedge with respect to such a security,
an
“(iii) is clearly identified in the dealer’s records
as being described in this subparagraph before the
close of the on which it was acquired or entered
into (or such o time as the Secretary may by regu-
lations prescribe).
Subparagraph (E) shall not include any contract to which sec-
tion 1256(a) applies.

“(3) HEDGE.—The term ‘hedge’ means any position which
reduces the dealer’s risk of interest rate or price changes or
currency fluctuations, including any position which is reason-
ably expected to become a hedge within 60 days after the
acquisition of the position.

“(d) SPECIAL RULES.—For purposes of this section—

“(1) COORDINATION WITH CERTAIN RULES.—The rules of sec-
tions 263(g), 263A, and 1256(a) shall not apply to securities
to which subsection (a) é&plies, and section 1091 shall not
apply (and section 1092 shall apply) to any loss recognized
under subsection (a).

“(2) IMPROPER IDENTIFICATION.—If a mpai‘;gc—tl

“(A) identifies any security under sul ion (bX2) as
being described in subsection (b)1) and such security is
not so described, or

“(B) fails under subsection (cX2)(F)(iii) to identify any
position which is described in subsection (c)X2)F) (without
regard to clause (iii) thereof) at the time such identification

is required,
the pmrz?siona of subsection (a) shall apply to such security
or position, excegt that any loss under this section prior to
the disposition of the security or position shall be recognized
only to the extent of gain previously recognized under this
section (and not previo taien into account under this para-
graph) with respect to s ity or position.

“(3) CHARACTER OF GAIN OR LOSS.—

“(A) IN GENERAL.—Except as provided in subparagraph

(B) or section 1236(b)—

“({i) IN GENERAL.—Any gain or loss with respect
to a security under subsection (a)}2) shall be treated
as ordinary income or loss.

“(ii) SPECIAL RULE FOR DISPOSITIONS.—If—

“I) gain or loss is recognized with respect
to a security before the close of the taxable year,

and
“(II) subsection (a)2) would have applied if
the security were held as of the close of the taxable

year,

sutih gain or loss shall be treated as ordinary income

or loss.

“(B) ExXCEPTION.—Subparagraph (A) shall not apply
t.ohlgcxlh:y gain or loss which is ﬁlrocable to a period during
W P

“(i) the security is described in subsection (b)(1XC)

(without regard to subsection (b)}2)),
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26 USC 988,

26 USC 475 note.

“(ii) the security is held by a person other than
in connection with its activities as a dealer in securi-
ties, or

“(iii) the security is improperly identified (within
gx}e) meaning of subparagraph (A) or (B) of paragraph

h“(e)gu]aREGULimRY Am;b:lonm.—The Secretary ::at}(} prescribi
such regulations as ma necessary or appropria carry ou
the purposes of this aectl};n, including rules—
“(1) to prevent the use of year-end transfers, related parties,
or (cl)ther arrangements to avoid the provisions of this section,
an

“(2) to_provide for the application of this section to aﬁ
security which is a hedge which cannot be identified wi
a specific security, position, right to income, or liability.”
(b) CONFORMING MENTS.—
(1) Par ph (1) of section 988(d) is amended—
(A) g striking “section 1256” and inserting “section
475 or 12566”, and
(B) by striking “1092 and 1256” and inserting “475,
1092, and 1256".
(2) The table of sections for subpart D of part II of sub-
chapter E of chapter 1 is amended by adding at the end thereof
the following new item:

“Sec. 475. Mark to market accounting method for dealers in securities.”

(c) EFFECTIVE DATE.—
(1) INn GENERAL.—The amendments made by this section
gtlmlll gggply to all taxable years ending on or r December
(2) CHANGE IN METHOD OF ACCOUNTING.—In the case of
any taxpayer required by this section to change its method
of accounting for any taxable year—
(A) such :ﬁange shall be treated as initiated by the

taxpayer,

(B) such change shall be treated as made with the
consent of the Secretary, and

(C) except as provided in paragraph (3), the net amount
of the adjustments required to be taken into account by
the {er under section 481 of the Internal Revenue
Code of 1986 shall be taken into account ratably over
the 5-taxable year agﬁ(’d begbu; ninlg with the first taxable
year ending on or after December 31, 1993.
(3) SPECIAL RULE FOR FLOOR SPECIALISTS AND MARKET MAK-

ERS.—

(A) IN GENERAL.—If—

G) a ayer (or any predecessor) used the last-
in first-out ( ) method of accounting with respect
to any qualified securities for the 5-taxable year period
ending with its last taxable year ending before Decem-
ber 31, 1993, and

(ii) any portion of the net amount described in
paragraph (2XC) is attributable to the use of such

me of amountmg,
then paragraph (2)(C) shall be sigplied by taking such por-
tion into account ratably over the 15-taxable year period

beginning with the first taxable year ending on or afte
December 31, 1993. o y
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(B) QUALIFIED SECURITY.—For purposes of this para-
graph, dtlf term “qualified sem:lrit.yE means any security
acquire

(i) by a floor specialist (as defined in section
coitectin with s SeclAMGS Gilies a8’ s Rpeciilio
conn on wil e B8 8 €8 a8 a 8 B8
on an exchange, but only if the security is one in
which the specialist is registered with the exchange,
or

(ii) by a taxpayer who is a market maker in connec-
tion with the taxpayer’s duties as a market maker,
but only if—

(I) the security is included on the National

Association of Security Dealers Automated Quota-

A
e er is regis as a market
maker in such seclfrity with the National Associa-
tion of Security Dealers, and
(I11) atshof the la:,t. gagtof t'.he1 taxable year
preeodm’ e taxpayer’s taxable year ending
on or r December 31, 1993, the tixpayer (or
any predecessor) has been actively and regularly
engaged as a market maker in such security for
the 2-year period ending on such date (or, if
shorter, the ﬂeﬁod beginning 61 days after the
security was listed in such quotation system and
ending on such date).

SEC. 13224. CLARIFICATION OF TREATMENT OF CERTAIN FSLIC 26 USC 165 note.
FINANCIAL ASSISTANCE.

(a) GENERAL RULE.—For purposes of chapter 1 of the Internal
Revenue Code of 1986—

(1) any FSLIC assistance with respect to any loss of prin-
cipal, capital, or similar amount upon the disposition of an
asset shall be taken into account as compensation for s
loss for purposes of section 165 of such Code, and

(2) any FSLIC assistance with res to any debt shall
be taken into account for purposes of section 166, 585, or
593 of such Code in determi whether such debt is worthless
(or the extent to which such debt is worthless) and in determin-
ing the amount of any addition to a reserve for bad debts
danm'b ing from the worthlessness or partial worthlessness of such

ebts.

(b) FSLIC AssISTANCE.—For purposes of this section, the term
“FSLIC assistance” means any assistance (or right to assistance)
with respect to a domestic building and loan association (as defined
in section 7701(a)X19) of such Code without regard to sub.parﬂaph
(C) thereof) under section 406(f) of the National Housing or
section 21A of the Federal Home Loan Bank Act (or under any
similar provision of law).

(¢c) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as otherwise provided in this
subsection—

(A) The provisions of this section shall agply to taxable
years ending on or after March 4, 1991, but only with

!]'_?bpfd to FSLIC assistance not credited before March 4,
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(B) If any FSLIC assistance not credited before
March 4, 1991, is with respect to a loss sustained or
c ff in a taxable year ending before March 4, 1991,

for purposes of determining the amount of any net operat-

ing loss over to a taxable |Eyeau' ending on or after

March 4, 1991, the provisions of this section shall apply

to such assistance for rurposea of determining the amount

of the net operating for the taxable year in which
such loss was sustained or debt written off. Except as
provided in the preceding sentence, this section s not
apply to any FSLIC assistance with respect to a loss
sustained or charge-off in a taxable year ending before

March 4, 1991.

(2) ExcepTioNs.—The provisions of this section shall not
apply to any assistance to which the amendments made by
section 1401(a)(3) of the Financial Institutions Reform, Recov-
ery, and Enforcement Act of 1989 apply.

SEC. 13225. MODIFICATION OF CORPORATE ESTIMATED TAX RULES.

" (a% INCREASE IN REQUIRED INSTALLMENT BASED ON CURRENT
EAR TAX.—
26 USC 6655. (1) IN GENERAL.—Clause (i) of section 6655(d)(1)(B) (relat-
ing to amount of required installment) is amended by strikin'g
“91 percent” each place it appears and inserting “100 percent”.
(2) CONFORMING AMENDMENTS.—
(A) S(\_J)bgectéqn (d) of section 1:5?35)5 is Emended—
i striking paragrap , an
(ii) {y striking “91 PERCENT” in the paragraph
heading of paragraph (2) and inserting “100 PERCENT”.
(B) Clause (ii) of section 6655(e}{2)B) is amended b;
striking the table contained therein and inserting the fol-

lowing:
The
“In the case of the following applicable
required installments: percentage is:
1st 25
2nd 50
3rd 76
4th 100."

tnk(l.cr?g (“.‘.gl:;use () of s?iction 6655(?&3})(:&) is amended by
striki percent” and inserting “100 percent”.
(b) MODIFICATION OF PERIODS FOR APPLYING ANNUALIZATION.—
(1) Clause (i) of section 6655(e)(2XA) is amended—
an (A) by striking “or for the first 5 months” in subclause

;(B) by striking “or for the first 8 months” in subclause
, an
aw) (C) by striking “or for the first 11 months” in subclause
(2) f’arag‘raph (2) of section 6655(¢) is amended by adding
at the end thereof the following new subparagraph:
“(C) ELECTION FOR DIFFERENT ANNUALIZATION PERI-
ODS.—
“() If the taxpayer makes an election under this
clause—
“(I) subclause (I) of subparagraph (AXi) shall
be ?‘Eglied by substituting ‘2 months’ for ‘3
months’,
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“(II) subclause (II) of subparagraph (A)i) shall
tgshed by substituting ‘4 months’ for 3

“(III) subclause (III) of subpamgra h (A)i)
shall be apghed by substituting ‘7 months’ for ‘6
months
“IV) subclause (IV) of subparagraph (A)i)
shall be applied by substituting ‘10 months’ for
‘9 months’.
“ii) If the taxpayer makes an election under this
= (I) subclause (II) of sub h (A)() hall
“I) s use of s agrap! i s
:Es'hed by mbshtuhngpar months’ for ‘3

“I1) subclause (II) of sub%a.ragr (A1)
shall be apshed by substituting ! for ‘6
months’
“III) subclause (IV) of subparagraph (AXi)
shall be applied by substituting ‘11 months’ for
‘9 months’.
“(iii) An election under clause (i) or (ii) shall apply
to the taxable year for which made and such an election
shal]be?ﬂ'ect;we on]y:f:::faﬁ ogr:rbefom;hedt:ltie
required for the ent e t required ins
ment for such I:axabpaﬁn
(3) The last sentence of sechon 6655(g)3) is amended by 26 USC 6655.
striking “and subsection (eX2XA)” and inserting “and, except
?thﬂ)gae of an election under subsection (e)(2)C), subsection
e :
(c) EFFECTIVE DATE.—The amendments made by this section 26 USC 6655
shall apply to taxable years beginning after December 31, 1993. "°%*

SEC. 13226. MODIFICATIONS OF DISCHARGE OF INDEBTEDNESS
PROVISIONS. i

(a) REPEAL OF STOCK FOR DEBT EXCEPTION IN DETERMINING
INCOME FROM DISCHARGE OF INDEBTEDNESS.—
(1IN GENERAL.—Subaectmn (e) of section 108 is amended—

(A) by striking ph (10) and by redesignating
paragraph (11) as paragraph (10), and
(B) by amenglaxllrg parag'mph (8) to read as follows:

“(8) INDEBTEDNESS SATISFIED BY CORPORATION’S S‘I‘OCK.—
For purposes of determining income of a debtor from
of indebtedness, if a debtor corporation transfers stock to a
creditor in satisfaction of its indebtedness, such corporation
shall be treated as having satisfied the indebtedness with an
amount of money equal to the fair market value of the stock.”
(2) CONFORMING AMENDMENTS.—
(A) Sub; aph (C) of section 382(1)5) is amended
to read as follows:
“(C) COORDINATION WITH SECTION 108.—In applying sec-
tion 108(eX8) to any case to which subparagraph (A)
applies, there shall not be taken into account any mge
ness for interest described in sub aph (B).”
(B) Section 108(eX6) is amended “For" and
inserting “Except as provided in regulatm
(3) EFFECTIVE DATE.— 26 USC 108 note.

69-194 O - 94 - 17: QL. 3 Part 1
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(A) IN GENERAL.—Except as otherwise provided in this
paragraph, the amendments made by this subsection shall
apply to stock transferred after December 31, 1994, in
satisfaction of any indebtedness.

(B) EXCEPTION FOR TITLE 11 CASES.—The amendments
made by this subsection shall not applj to stock transferred
in satisfaction of any indebtedness if such transfer is in
a title 11 or similar case (as defined in section 368(a)}3)(A)
of the Internal Revenue Code of 1986) which was filed
on or before December 31, 1993.

(b) TAX ATTRIBUTES SUBJECT TO REDUCTION.—

(1) MINIMUM _TAX CREDIT.—Section 108(bX2) (relati to
tax attributes a.ﬂ'oct.ad order of reduction) is amen

gg paragraphs (C), (D), and (E) as subpﬂ.rﬂgaphs

(D) (E), (F) and by adding after subparagraph (
i‘ollomng new subparagraph:

“(C) MINIMUM TAX CREDIT.—The amount of the mini-
mum tax credit available under section 53(b) as of the
beginning of the taxable year immediately following the
taxable year of the discharge.”

(2) PASSIVE ACTIVITY LOSSES AND CREDITS.—Section
108(b)2), as amended b{ agraph (1), is amended by
redemgnatmg subparagrap! S:r as subparagraph (G) and by

adding after subparagraph (E) the following new subparagraph:

“(F) PASSIVE ACTIVITY LOSS AND CREDIT CARRYOVERS.—
Any passive activity loss or credit r of the taxpayer
under ;lection 469(b) from the le year of the dis-

3) SONFORMING AMENDMENTS.—

(A) Subﬁaragmph (B) of section 108(b)8) is amended
to read as follows:

“(B) CREDIT CARRYOVER REDUCTION.—The reductions
described in sub hs (B), (C), and (G) shall be 33%
cents for each doﬂar excluded by subsection (a). The reduc-
tion described in subparagraph (F) in any passive activity
credit carryover sk shall be 33%5 cents for each dollar excluded
by subsection (a).”

(B) Sub J()a.ragra&ﬂ (B) of section 108(b)4) is amended
by stnkmg cy text and heading thereof and insert-

(C) Sub (C) of section 108(b)X4) is amended
by sirlking e Se s st anet hadling troeest s taaane
ing “(
(D) Su aragraph (B) of section 108(gX3) is amended—
(i) by striking “subparagraphs (A), (B), (C), and
(E)” and inserting “subparagraphs (A), (B), (C), (D),
(F), and (G)”
(i) by st.nhng “gubparagraphs (B) and (E)” and
ing “subparagra; Egs (B), (C), and (G)", and
(iii) by inserting the penod at the end the
following: “and the attribute described in sub
(F) of subsection (bX2) to the extent a utangll; to
any passive ach\ntq'be t carryov
e el 1 o i
on apply of ess in e
years beginning after December 31, 1993.
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SEC. 13227. LIMITATION ON SECTION 836 CREDIT. Puerto Rico.

(a) GENERAL RULE.—Subsection (a) of section 936 (relating 26 USC 936.
to Puerto Rico and possession tax credit) is amended—
(1) by striking “as provided in paragraph (3)” in paragraph
(1) and inserting “as otherwise provided in this section”; and
(]?) by adding at the end thereof the following new para-
graph:
“(4) LIMITATIONS ON CREDIT FOR ACTIVE BUSINESS
INCOME.—

“(A) IN GENERAL.—The amount of the credit determined
under paragraph (1) for any taxable year with respect
to income referred to in subparagraph (A) thereof shall
not exceed the sum of the following amounts:

“(i) 60 percent of the sum of—

“(I) the aggregate amount of the possession
corporation’s T.mliﬁed possession wages for such
taxable year, plus

“II) the allocable employee fringe benefit
expenses of the possession corporation for the tax-
able year.

“(@ii) The sum of—

“(I) 15 percent of the depreciation allowances

for the taxable year with respect to short-life quali-

fied tangible property,

“(II) t’:‘(}ngeﬂ:ern: of the depreciation allowances
for the le year with to medium-life
qualified tangible property, an

“(111) 65 percent of the depreciation allowances
for the taxable year with respect to long-life quali-
fied tangible property.

“(iii) If the possession corporation does not have
an election to use the method described in subsection
(h)(BXC)(ii) (relating to profit split) in effect for the
taxable year, the amount of qualified possession income
taxes for the taxable year allocable to nonsheltered
income.

“B) ELECTION TO TAKE REDUCED CREDIT.—

“i) IN GENERAL—If an election under this
sub; ph applies to a possession corporation for
any taxable year—

“(I) subparagraph (A), and the provisions of
subsection (i), shall not apply to such possession
corporation for such taxable year, and

“(II) the credit determined under paragraph
(1) for such taxable year with respect to income
referred to in subparagraph (A) thereof shall be
the applicable percentage of the credit which would
otherwise have been determined under such para-
graph with respect to such income.

Notwithstanding subclause (I), a possession corporation
to which an election under this subparagraph applies
shall be entitled to the benefits of subsection (i)3)B)
for taxes allocable (on a pro rata basis) to taxable
income the tax on which is not offset by reason of
this subparagraph.
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e e s T et e
‘appli percen! ' means the percen T~
mpmped in acmrdnnct:s:ith the following table:

“In the case of hni:h The .
T i s
1995 55

1996 50
1997 45
1998 and thereafter 40.
“(iii) ELECTION.—
= “ INthEN'ERAL.b —An election under this
subparagra any possession corporation may
be made only t%'r tﬁe ration’s first taxable
year beginning after December 31, 1993, for which
it is a possession corporation.

“(II) PERIOD OF ELECTION.—An election under
this sub; aph shall apply to the taxable year
for which made and all sugsequent taxable years
unless revoked.

“(IIT) AFFILIATED GROUPS.—If, for any taxable
year, an election i8 not in effect for any possession
corporation which is a member of an i
group, any election under this subparagraph for
any other member of such group is revoked for
such taxable year and all subsequent taxable
years. For purposes of this subclause, members
of an affiliated group shall be determined without
regard to the exceptions contained in section
15%) and as if the constructive ownership rules
of section 1563(e) applied for purposes of section
1504(a). The Secretary may prescribe regulations
to prevent the avoidance of this subclause through
deconsolidation or otherwise.

“(C) CROSS REFERENCE.—

“For definitions and rules to this
—— o special applicable paragraph,
26 USC 936. (b) DEFINITIONS AND SPECIAL RULES.—Section 936 is amended
by add.i.ng at the end thereof the following new subsection:
“(i) DEFINITIONS AND SPECIAL RULES RELATING TO LIMITATIONS
OF SUBSECTION (a)4).—
Becﬁ“(l) QUALIFIED POSSESSION WAGES.—For purposes of this
on—

“(A) IN GENERAL.—The term ified possession
wages’ means wages paid or inmreguf;ﬁ the possession
corporation during the taxable year in connection with
the active conduct of a trade or business within a possession
of the United States to any employee for services performed
in such possession, but only if such services are performed
while the principsi place of employment of such employee
is within such possession.

“(B) LIMITATION ON AMOUNT OF WAGES TAKEN INTO
ACCOUNT.—

“(i) IN GENERAL.—The amount of wages which

be taken into account under subparagraph (A) m

respect to any employee for any taxable year shall

not exceed 85 percent of the contribution and benefit
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base determined under section 230 of the Social Secu-
rity Act for the calendar year in which such taxable

gins.

“(ii) TREATMENT OF PART-TIME EMPLOYEES, ETC.—
“(I) any emplo; is not employed by the
ssession eorporatioyleleon a substanwly fulitune

B:m' at all times during the taxable year, or
“(II) the &nnmpal place of employment of any
employee with the possession corporation is not
within a possession at all times during the taxable

ear,

the i;mitation applicable under clause (i) with respect

to such employee shall be the appropriate portion (as

determined by the Secretary) of the limitation which

would otherwise be in effect under clause (i).

“(C) TREATMENT OF cmhAg; mmvlnunaa.-—The term
‘qualified possession wages’ s not include any wages
paid to employees who are assigned by the emp oye?-g:o
perform services for another n, unless the principal
trade or business of the emp is to make employees
available for temporary periods to other persons in return
for compensation. All possession rations treated as
1 corporation under paragraph (5) s be treated as 1
employer for purposes of the preceding sentence.

“D) WAGES.—

(ii) :ﬁl It: . ‘wasea’_l—;ns t}fet e oo inwclam

ii), Tm meaning given to s

term by subsection (b) of section 3306 (determined

without regard to any dollar limitation contained in

such section). For of the precednllf sentence,
such subsection (bg“mbe applied as if the term
th:::d States’ included all possessions of the United

“(ii) SPECIAL RULE FOR AGRICULTURAL LABOR AND
RAILWAY LABOR.—In any case to which subparagraph
(A) or (B) of paragraph (1) of section 51(h) applies,
the term ‘wages’ has the meaning given to such term
by section 51(h)2).

2) ALLOCABLE EMPLOYEE FRINGE BENEFIT EXPENSES.—
& “(A) IN GufENERAL.—'Ihe allocable ent:;plo%_ee fringe tal;:m
expenses of any possession corporation for
yearmanamountwhichbeantlmsamer:%toﬂle
amount determined under subparagraph (B) for such tax-
able year as—
“(i) the aﬁ:&ate amount of the possession cor-
poration’s qtt;a possession wages for such taxable
year, bears
"'(ii) the te amount of the wa'fea paid or
incurred by s possession corporation during such
taxable year.
In no event shall the amount determined under the preced-
ing sentence exceed 15 percent of the amount referred
to in clause (i).

“(B) EXPENSES TAKEN INTO ACCOUNT.—For purposes
of subparagraph (A), the amount determined under this
subparagraph for any taxable year is the aggregate amount
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allowable as a deduction under this chapter to the posses-

sion corporation for such taxable year with res to—

l-l“)‘?i) employer contributions under a s bonus,
pension, profit-sharing, or annuity plan,

“ii) employer-provided coverage under any
accident or health plan for empltlnﬁees, and

“(iii) the cost of life or disability insurance provided

A Bt de h (1XD) shall

y amoun as wages under paragrap

not be taken into account under this subparagraph.

“(3) TREATMENT OF POSSESSION TAXES.—

“(A) AMOUNT OF CREDIT FOR POSSESSION CORPORATIONS
NOT USING PROFIT SPLIT.—

“(i) IN GENERAL.—For purposes of subsection
(a)4)(A)Xiii), the amount of the qualified session
income taxes for any taxable year allocable to
nonsheltered income shall be an amount which bears
the same ratio to the possession income taxes for such
taxable year as—

“I) the increase in the tax liability of the
possession mr;;:ration under this chapter for the
taxable year by reason of subsection (a)4XA)
(without regard to clause (iii) thereof), bears to

“(II) the tax liability of the possession corpora-
tion under this chapter for the taxable year deter-
mined without regard to the credit allowable under
this section.

“(ii) LIMITATION ON AMOUNT OF TAXES TAKEN INTO
ACCOUNT.—Possession income taxes shall not be taken
into account under clause (i) for any taxable year to
the extent that the amount of such taxes exceeds 9
percent of the amount of the taxable income for such
taxable year.

“(B) DEDUCTION FOR POSSESSION CORPORATIONS USING
PROFIT SPLIT.—Notwithstanding subsection (c), if a -
sion corporation is not described in subsection (a)(4 iii)
for the taxable year, such possession corporation shall be
allowed a deduction for such taxable year in an amount
which bears the same ratio to the possession income taxes
for such taxable year as—

“(i) the increase in the tax liability of the posses-
sion corporation under this chapter for the taxable
year by reason of subsection (a)4XA), bears to

“(1) the tax liability of the possession corporation
under this chapter for the taxable year determined
without regard to the credit allowable under this sec-
tion.

In determining the credit under subsection (a) and in apply-

ing themng sentence, taxable income shall be et.e{-

mined without regard to the preceding sentence.

“(C) POSSESSION INCOME TAXES.—For p of this

paragraph, the term ‘Posseasion income taxes’ means an

taxes ofpa possession of the United States which are treategl'
as not being income, war profits, or excess profits taxes
paid or accrued to a possession of the United States by

reason of subsection (c).
“(4) DEPRECIATION RULES.—For purposes of this section—
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“(A) DEPRECIATION ALLOWANCES.—The term ‘deprecia-
tion allowances’ means the depreciation deductions allow-
able under section 167 to the possession corporation.

“(B) CATEGORIES OF PROPERTY.—

“(i) QUALIFIED TANGIBLE PROPERTY.—The term
‘etﬁyaliﬁed bﬂgh property’ meanstiany.tansible prop-

used possession corporation in a possession
of the United States in the active conduct of a trade
or business within such possession.

“(ii) SHORT-LIFE QUALIFIED TANGIBLE PROPERTY.—
The term ‘short-life qualified ible property’ means
any qualified tangible property to which section 168
applies and which is 3-year property or 5-year property
for purposes of such section.

B Mg oo e e et
ERTY.—The um-life e pro
erty’ means any qualified 1e7propertyto£hi£
section 168 applies and which is 7-year property or
10-year property for purposes of such section.

“(iv) LONG-LIFE QUALIFIED TANGIBLE PROPERTY.—

The term ‘long-life ified tangible property’ means

any qualified ﬁzﬁib e property to which section 168

?p_l))liea and which is not described in clause (ii) or

iii).

“(v) TRANSITIONAL RULE.—In the case of any quali-
fied mﬁ‘l’le propert&to which section 168 (as in effect
on the day before the date of the enactment of the
Tax Reform Act of 1986) applies, any reference in

this paragraph to section 168 shall be treated as a

reference to such section as so in effect.

“5) ELECTION TO COMPUTE CREDIT ON CONSOLIDATED
BASIS.—

“(A) IN GENERAL.—Any affiliated group may elect to
treat all possession corporations which would be members
of such group but for section 1504(b) (3) or (4) as 1 corpora-
tion for purposes of this section. The credit determined
under this section with respect to such 1 corporation shall
be allocated among such possession corporations in such
manner as the Secretary may prescribe.

“(B) ELECTION.—An election under subparagraph (A)
shall apply to the taxable year for which made and all
succeedli)ng taxable years unless revoked with the consent
of the Secretary.

“(6) POSSESSION CORPORATION.—The term ‘possession cor-
poration’ means a domestic corporation for which the election

rovided in subsection (a) is in effect.”
¢) MiNtMUM TAX TREATMENT.—

(1) IN GENERAL.—Subclause (I) of section 56(g)4)C)ii) 26 USC 56.
(relating to special rule for certain dividends) is amended hg
striking “sections 936 and 921” and inserting “sections 93
(inclu subsections (a)4) and (i) thereof) and 921",

(2) TMENT OF FOREIGN TAXES.—Clause (iii) of section
56(g)4)(C) is amended by adding at the end thereof the follow-
ing subclauses:

“(IV) SEPARATE APPLICATION OF FOREIGN TAX
CREDIT LIMITATIONS.—In determining the alter-
native minimum foreign tax credit, section 904(d)



107 STAT. 494 PUBLIC LAW 103-66—AUG. 10, 1993

26 USC 904.

26 USC 56 note.

shall be applied as if dividends from a corporation
eligible for the credit provided by section 936 were
a separate category of income referred to in a
subparagraph of section 904(d)(1).

“(V) COORDINATION WITH LIMITATION ON 936
CREDIT.—Any reference in this clause to a dividend
received from a corporation eligible for the credit
provided by section 936 shall be treated as a ref-
erence to the ion of any such dividend for
which the dividends received deduction is dis-
allowed under clause (i) after the application of
clause (iiXI).”

(d) CONFORMING AMENDMENT.—Paragraph (4) of section 904(b)
is amended by inserting before the period at the end thereof the
following: “(without regard to subsections (a)4) and (i) thereof)”.

(e) INCREASE IN LIMITATION ON COVER OVER.—Paragraph (1)
of section 7652(f) is amended to read as follows:

“(1) $10.50 ($11.30 in the case of distilled spirits brought
into the United States during the 5-year period beginning on
October 1, 1993), or.”

halfﬂ Ermalg?m.—'l‘he amendments made b, thz;lae{:gxgo;
shall app e years beginning after Dece y -
except that the amendment made by subsection (e) shall take effect
on October 1, 1993.

SEC. 13228. MODIFICATION TO LIMITATION ON DEDUCTION FOR CER-
TAIN INTEREST.

(a) GENERAL RULE.—Paragraph (3) of section 163(j) (defining
disqualified interest) is amended to read as follows:

“(8) DISQUALIFIED INTEREST.—For purposes of this sub-
section, the term ‘disqualified interest’ means—

“(A) any interest paid or accrued by the taxpayer
(directly or indirectly) to a related person if no tax is
imgosed by this subtitle with respect to such interest,
an

“(B) any interest paid or accrued by the taxpayer with
respect to any indebtedness to a person who is not a
related person if—

“(i) there is a disqualified guarantee of such indebt-
edness, and
“(i1) no gross basis tax is imposed by this subtitle
with respect to such interest.”
(b) DEFINITIONS.—Paragraph (6) of section 163(j) is amended
by adding at the end thereof the following new subparagraphs:

“(D) DISQUALIFIED GUARANTEE.—

i@ “(til: IN GENEg:s:—Exoe t as provided in clause

ii), the term ‘disqualified guarantee’ means any

guarantee by a related person which is—

“I) an organization exempt from taxation
unde“l('I tIl;m ?ub[;iﬂe, or

a foreign person.
“(ii) EXCEPTIONS.—The term ‘disqualified guaran-
tee’ shall not include a guarantee—

“(I) in any circumstances identified by the Sec-
retary by regulation, where the interest on the
indebtedness would have been subject to a net
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basis tax if the interest had been paid to the

guarantor, or
“(11) if the taxpayer owns a controlling interest
in the guarantor.
For purposes of subclause (II), except as provided in
mguraﬁons, the term ‘a controlling interest’ means
direct or indirect ownership of at least 80 percent
of the total voting power and value of all classes of
stock of a corporation, or 80 percent of the profit and
capital interests in any other entity. For purposes of
the ? ing sen the rules of paragraphs (1)
and (5) of section 267(c) shall apply; except that such
rules shall also apply to interest in entities other than
corporations.
“(iii]) GUARANTEE.—Except as provided in regula-
tions, the term ‘guarantee’ includes any ment
under which atgmn (directly or in
an entity or otherwise) assures, on a conditional or
unconditional basis, the guiyment of another person’s
obligation under any indebtedness.
“(E) GROSS BASIS AND NET BASIS TAXATION.— :
“(i) GROsS BASIS TAX.—The term ‘gross basis tax
means any tax imposed by this subtitle which is deter-
mined by reference to the amount of any item
of income without any uction for any deduction
allowed by this subtitle.
“(ii) NET BASIS TAX.—The term ‘net basis tax’
means any tax imposed by this subtitle which is not
a gross basis tax.”
O et By o8 wooth 163G)X5) i ded by 26 USC163
o on is amen A
i o——
(2) The subsection heading for subsection (j) of section
163 is amended to read as follows:
“Gj) LIMITATION ON DEDUCTION FOR INTEREST ON CERTAIN
INDEBTEDNESS.—”.
ha]{d) Emtm.—_ame amendments mglde by thﬁa section 26 USC 163 note.
8 apply to interest paid or accrued in taxable years beginning
after December 31, 1993

PART III—FOREIGN TAX PROVISIONS

Subpart A—Current Taxation of Certain Earnings
of Controlled Foreign Corporations

SEC. 13231. EARNINGS INVESTED IN EXCESS PASSIVE ASSETS.

(a) GENERAL RULE.—Paragraph (1) of section 951(a) (relating
to amounts included in gross income of United States shareholders)
is amended by striking “and” at the end of subpa:;graph (A),
by striking the period at the end of sub aph (B) inserting
“ and”, and by adding at the end thereof the following new subpara-

graph:

“C) the amount determined under section 956A with
respect to such shareholder for such year (but only to
th%( e:):(te)nt not excluded from gross income under section
959%(ax3)).”
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(b) AMOUNT OF INCLUSION.—Subpart F of III of subchapter
N of chapter 1 is amended by inserting section 956 the
following new section:
“SEC. 958A. EARNINGS INVESTED IN EXCESS PASSIVE ASSETS.

“(a) GENERAL RULE.—In the case of any controlled foreign cor-
poration, the amount determined under this section with respect
to any United States shareholder for any taxable year is the lesser

of—

“(1) the excess (if any) of—

“(A) such older’s pro rata share of the amount
of the controlled foreign corporation’s excess passive assets
for such taxable year, over

“(B) the amount of earnings and profits described in
section 959(cX1)B) with respect to such shareholder, or
“(2) such shareholder’s pro rata share of the applicable

earnings of such controlled foreign corporation determined after

the application of section 951(a)(1XB).

“(b) CABLE EARNINGS.—For purposes of this section, the
term ‘applicable earnings’ means, with respect to any controlled
foreign corporation, the sum of—

“(1) the amount referred to in section 316(a)1) to the
extent such amount was accumulated in taxable years begin-
ning after September 30, 1993, and

“(2) the amount referred to in section 316(a)2),

but reduced by distributions made during the taxable year and
reduced by the earnings and profits described in section 959(cX1)
to the extent that the earnings and profits so described were
accumulated in taxable years beginning after September 30, 1993.

“(c) EXCESS PASSIVE ASSETS.—For purposes of this section—

“(1) IN GENERAL.—The excess passive assets of any con-
E:.llf*glled) f(;.reig'n corporation for any taxable year is the excess

any) of—

“(A) the average of the amounts of passive assets held
by such corporation as of the close of each quarter of
such taxable year, over

“(B) 25 percent of the average of the amounts of total
assets held Elr such corporation as of the close of each

Vo & 3 f th — Jdmg' the taken

Or purposes 0 e preceding sentence, amount

into account with res to any asset shall be its adjusted

bas;istsas determined for purposes of computing earnings and

rofits.

- “(2) PASSIVE ASSET.—

“(A) IN GENERAL.—Except as otherwise provided in
this section, the term ‘passive asset’ means any asset held

by the controlled ign corporation which produces
sive income (as de in section 1296(b)) or is held for
the production of such income.

“(B) COORDINATION WITH SECTION 956.—The term ‘pas-
sive asget’ shall not include any United States property
(as defined in section 956).

“(3) CERTAIN RULES TO APPLY.—For 8 of this sub-
section, the rules of the followi pmﬁsiom apply:

“(A) Section 1296(c) (relating to look-thru ).

“(B) Section 1297(d) (relating to leasing rules).

“(C) Section 1297(e) (relating to intangible property).
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“(d) TREATMENT OF CERTAIN GROUPS OF CONTROLLED FOREIGN
b F f applying subsection (c)—
fl GENERAL.—For purposes of applying su ion (c
“(A) all controlled &relgn corporations which are mem-
bers of the same CFC %mup shall be treated as 1 controlled
forei ration, an
%l e amount of the excess passive assets deter-
mined with respect to such 1 corporation shall be allocated
amon% the controlled foreign corporations which are mem-
bers of such group in proportion to their respective amounts

of apglicable emmf"
“(2) CFC GrouP.—For purposes of Fangrnﬁh (1), the term
‘CFC group’ means 1 or more chains of controlled foreign cor-
porations connected through stock ownership with a top tier
?rpomtion which is a controlled foreign corporation, but only

“(A) the top tier corporation owns directly more than

50 t{ercent (by vote or value) of the stock of at least 1

of the other con oreign corporations, an

f th trolled forei ti d
“(B) more than 50 percent (by vote or value) of the
stock of each of the controlled foreign corporations (other
than the top tier corporation) is owned (directly or
indirectly) by one or more other members of the group.
“(e) SPECIAL RULE WHERE CORPORATION CEASES To BE CoON-
TROLLED FOREIGN CORPORATION DURING TAXABLE YEAR.—If any
foreign corporation ceases to be a controlled foreign corporation

during any taxable year—

“&) the determination of any United States shareholder’s

rata share shall be made on the basis of stock owned

within the meaning of section 958(a)) by such shareholder
on the last day during the taxable year on which the foreign
corporation is a controlled foreign corporation,

“(2) the amount of such eorxratiun’s excess n{)assive assets
for such taxable year shall be determined by only taking into
account quarters ending on or before such last day, and

“3) in determining apF!icable earnings, the amount taken
into account by reason of being described in paragraph (2)
of section 316(a) shall be the portion of the amount so described
which is allocable (on a pro rata basis) to the of such
year tlti)urmg which the corporation is a controlled foreign cor-

ation.

f) REGU‘;;‘!‘IONS,—Tha Secretary ;hlhall prescribef?lﬂx regula-
tions as may be necessary to carry out the purposes of this section,
including regulations to prevent the avoisa.nce of the provisions
of this section through reo izations or otherwise.”

(c) PREVIOUSLY TAXED INCOME RULES.—

(1) IN GENERAL.—Subsection (a) of section 959 (relating
to exclusion from gross income of previously taxed earnings
and profits) is amended by striking “or” at the end of paragraph
Eall’i’e by adding “ho{r;)atlil:h; 1?ml_t;lf paragraph (2), and by inserting

r paragrap) ollo new paragraph:

“(3) such amounts would, but for thliJa subsection, be
included under section 951(a)(1XC) in the gross income of,”.

(2) ALLOCATION RULES.—

(A) Subsection (a) of section 959 is amended by adding 26 USC 959.
at the end thereof the foﬂowi.ngonew sentence: e rules

of subsection (c) shall apply for purposes of paragraph
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(1) of this subsection and the rules of subsection (f) shall
apply ﬁ’::r purposes of paragraphs (2) and (3) of this sub-
section.”,
26 USC 959. (B) Section 959 is amended by adding at the end
thereof the following new subsection:
“(f) ALLOCATION RULES FOR CERTAIN INCLUSIONS.—

“(1) IN GENERAL.—For purposes of this section—

“(A) amounts that would be included under subpara-
graph (B) of section 951(a)1) (determined without regard
to this s&:tlonl)nzhall be treateflxazs) attgibutal;l: first to
earnings described in subsection (c)2), and then to earnings
described in subsection (cX3), and

“(B) amounts that would be included under subpara-
graph (C) of section 951(a)1) (determined without regard
to this section) shall be treated as attributable first to
earnings described in subsection (cX2) to the extent the
earnings so described were accumulated in taxable years
m after September 30, 1993, and then to earnings

ibed in subsection (c)3).

“(2) TREATMENT OF DISTRIBUTIONS.—In applying this sec-
tion, actual distributions shall be taken into account before
amounts that would be included under subparagraphs (B) and
(C) of )aection 951(a)1) (determined without regard to this
section).”

(C) Paragraph (1) of section 959(c) is amended to read
as follows:

“(1) first to the aggregate of—

“(A) earnings and profits attributable to amounts
included in E;DBB income under section 951(a}1XB) (or
which would have been included except for subsection (a)(2)
of this section), and

B) earnings and profits attributable to amounts
included in E;Du income under section 951(a)}(1XC) (or

which would have been included except for subsection (a)(3)

of this section),
with distribution being allocated between earnings and

rofits ibed in subparagraph (A) and earnings and profits
escribed in subparagraph (B) proportionately on the basis
of the ive amounts of such earnings and profits,”.

(3) RDINATION WITH PFIC INCLUSIONS.—Subsection (c)
of section 1293 is amended by adding at the end thereof the
following new sentence: “If the passive foreign investment com-

is a controlled foreign corporation (as defined in section
57(a)), the greoadmg sentence shall not apply to any United
States shareholder (as defined in section 951(b)) in such cor-
poration, and, in applying section 959 to any such shareholder,
any inclusion under this section shall be treated as an inclusion
under section 951(a)}(1)(A).”.

(4) CONFORMING AMENDMENTS,—

(A) Subsections (a) and (b) of section 959 are each
amended by striking “earnings and ts for a taxable
year” and i ing “earnings and profits”.

(B) Paragraph (2) of section 959(c) is amended to read
as follows:

“(2) then to earnings and profits attributable to amounts
included in gross income under section 951(a)X1)XA) (but reduced
by amounts not included under subparagraph (B) or (C) of
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section 951(a)(1) because of the exclusions in paragraphs (2)
and (3) of subsection (a) of this section), and”
. ©) Sm)?n(})’] of sachon 989 is aullx;ended by l:tFBlrimg 26 USC 989.
section a and inserting “s a 0
(C) of section 951(a)1)”. g I
(d) MODIFICATIONS TO PASSIVE FOREIGN INVESTMENT COMPANY
" (1) ADJUSTED BASIS USED IN CERTAIN DETERMINATIONS.—
Subsection (a) of section 1296 is amended by striking the mate-

rial following (2) and inserting the following:
“In the case of a contro foreign corporation (or any other forei
corporation if such ation so elects), the determination uncglr
agraph (2) shall be on the adjusted bases (as determined

or purposes of computing earnings and profits) of its assets in
lieu of their value. é)uch an election, once made, may be revoked
only with the consent of the Secretary.”

(2) TREATMENT OF CERTAIN SUBPART F INCLUSIONS.—Sub-
section (b) of section 1297 is amended by adding at the end
thereof the following new paragraph:

“(9) TREATMENT OF CERTAIN SUBPART F INCLUSIONS.—Any
amount included in income under subparagraph (B) or
(C) of section 951(a)1) shall be treated as a distribution
received with respect to the stock.”

(3) TREATMENT OF CERTAIN DEALERS IN SECURITIES.—Sub-
section (b) of section 1296 is amended by adding at the end
thereof the following new paragraph:

“(3) TREATMENT OF CERTAIN DEALERS IN SECURITIES.—

“(A) IN GENERAL.—In the case of any foreign corpora-
tion which is a controlled foreign eorpomtionl%:s defined
in section 957(a)), the term ‘passive income’ does not
include any income derived in the active conduct of a
securities business by such corporation if such corporation
is registered as a securities broker or dealer under section
15(a) of the Securities Exchange Act of 1934 or is registered
as a Government securities broker or dealer under section
15C(a) of such Act. To the extent provided in regulations,
such term shall not include any income derived in the
active conduct of a securities business by a controlled for-
eign corporation which is not so registered.

“(B) APPLICATION OF LOOK-THRU RULES.—For purposes
of ppa; Pl} (ﬂg). rules s:m:lar'h shaﬁo thelym_lea doef 1“l:ulbpm'a_ ra-

a o paragrap apply in rmining
ghether any income of a related person (whether or not

a corporation) is passive income.

(C) lf‘m.‘ﬂ(:l‘}_mﬁy Qrecetgx;ng pmvtisiona of tlgz
shall only apply in case O ns w
are En?ted States shareholders (as defined in section

951(b)) in the controlled foreign corporation.”

(4) LEASING AND INTANGIBLE ASSET RULES.—Section 1297
is amended by redesignating subsection (d) as subsection (f)
and by inserting after subsection (c) the following new sub-
sections:

“(d) TREATMENT OF CERTAIN LEASED PROPERTY.—For purposes

of this
“(1) IN GENERAL.—Any tangible personal property with
respect to which a foreign corporation is the lessee under a



107 STAT. 500 PUBLIC LAW 103-66—AUG. 10, 1993

lease with a term of at least 12 months shall be treated as
an asset actually held by such corporation.

“(2) DETERMINATION OF ADJUSTED BASIS.—

“(A) IN GENERAL.—The adjusted basis of any asset
to which paragraph (1) apphaa shall be the unamortized
portion (as determined under regulations prescribed by
the Secretary) of the ‘pment va]ue of the payments under
the lease for the use o ]1)?

Regulations. “(B) PRESENT VALUE.—For purposes of subparagraph
(A), the present value of payments described in subpara-
graph (A) shall be determined in the manner provided
in regulations prescribed by the Secretary—

“(i) as of the beginning of the lease term, and
“(ii) except as provi in such regulations, by
using a discount rate equal to the applicable Federal

rate determined under section 1274(d)—

“(I) by substituting the lease term for the term
of the debt instrument, and

“(II) without regard to paragraph (2) or (3)
thereof.

“(8) EXCEPTIONS.—This subsection shall not apply in any
case where—

“(A) the lessor is a related person (as defined in section
954(d)(3)) with respect to the foreign corporation, or

“(B) a principal purpose of leasing the property was
to avoid the provisions of this part or section 956A.

“(e) SPECIAL RULES FOR CERTAIN INTANGIBLES.—

“(1) RESEARCH EXPENDITURES.—The adjusted basis of the
total assets of a controlled foreign corporation shall be increased
by the research or experimen nditures (within the mean-
ing of section 174) paid or uu:urli‘:»?e by such foreign corporation
during the taxable year and the preceding 2 taxable years.
Any expenditure otherwise taken into account under the preced-
ing sentence shall be reduced by the amount of any reimburse-
ment received by the controlled foreign corporation with respect
to such expenditure.

“2) CER‘I‘AIN LICENSED INTANGIBLES.—

“(A) IN GENERAL.—In the case of any intangible prop-
erty (as defined in section 936(h)(3)(B)) with respect to
which a controlled foreign corporation is a licensee and
which is used by such foreign corporation in the active
conduct of a trade or business, the adjusted basis of the
total assets of such foreign corporation shall be increased

by an amo ual to 300 percent of the payments made
le year by such foreign corporation for
the use of such intangible property.

“(B) EXCEPTIONS.—Subparagraph (A) shall not apply

“(i) any payments to a foreign person if such for-

dperson 18 a related person (as defined in section
954( )) with respect to t.he controlled foreign corpora-
tion, and

“(ii) any payments under a license if a principal
purpose of entering into such license was to avoid
the provisons of this part or section 956A.
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“(3) CONTROLLED FOREIGN CORPORATION.—For s of
this subsection, the term ‘controlled foreign corporation’ has
themeaninggivensuchtarmbysection%’l%a s

o al{e) Ef;ltzgrm l{!A’l’E.—Thtgfampndments laade ]l:g' this section

app! taxable years of foreign corporations after

Se r 30, 1993, and to taxable years of United States share-

gg ders dm which or with which such taxable years of foreign corpora-
ns end.

SEC. 13232. MODIFICATION TO TAXATION OF INVESTMENT IN UNITED
STATES PROPERTY.

(a) GENERAL RULE.—Section 956 (relating to investment of
earnings in United States property) is amended—

(1) laby redesignating subsections (b) and (c) as subsections

(2)b)’ mhngl'v%ae!::fi (=) and inserting the following

y 8 section (a) an ollo ;

“(a) GENERAL RULE.—In the case of any controlled foreign cor-

poration, the amount determined under this section with respect

to any United States shareholder for any taxable year is the lesser

of—

“(1) the excess (if any) of—

“(A) such shareholder’s pro rata share of the avera
of the amounts of United States property held (directly
or indirectly) by the controlled foreign corporation as of
the close of each quarter of such taxable year, over

“(B) the amount of earnings and profits described in
section 959(cX1)XA) with respect to such shareholder, or
“(2) such shareholder’s pro rata share of the applicable

earnings of such controlled foreign corporation.
The amount taken into account under paragraph (1) with respect
to any Froperty shall be its adjusted basis as determined for pur-
poses of computing earnings and profits, reduced by any liability
to which the property is subject.

“(b) SPECIAL RULES.—

“(1) APPLICABLE EARNINGS.—For purposes of this section,
the term ‘applicable earnings’ has the meaning given to such
term by section 956A(b), except that the provisions of such
section excludi earninggh:nd profits accumulated in taxable
years beginning before ber 1, 1993, shall be disregarded.

“(2) SPECIAL RULE FOR U.S. PROPERTY ACQUIRED BEFORE
CORPORATION IS A CONTROLLED FOREIGN CORPORATION.—In
applying subsection (a) to any taxable year, there shall be
disregarded any item of United States property which was
acquired by the controlled foreign corporation before the first
day on which such corporation was treated as a controlled
foreign corporation. The aggregate amount of property dis-
regarded under the preceding sentence shall not exceed the
portion of the applicable earnings of such controlled foreign
corporation which were accumulated during periods before such

st day.

“(33'SPECIAL RULE WHERE CORPORATION CEASES TO BE CON-
TROLLED FOREIGN CORPORATION.—Rules similar to the rules
. of section 956A(e) shall apply for purposes of this section.”
(b) REGULATORY AUTHORITY. —Section 956 is amended by add-

ing at the end thereof the following new subsection:
“(e) REGULATIONS.—The Secretary shall prescribe such regula-
tions as may be necessary to carry out the purposes of this section,

26 USC 951 note.

26 USC 956.
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26 USC 951,

26 USC 951 note.

26 USC 954 note.

including regulations to prevent the avoidance of the provisons
of this section through reorganizations or otherwise.”
(c) CONFORMING AMENDMENTS.—
(1) Subparagraph (B) of section 951(a)1) is amended to
read as follows:

“B) the amount determined under section 956 with
respect to such shareholder for such year (but only to
the extent not excluded from gross income under section
959%(a)2)); and”

(2) Subsection (a) of section 951 is amended by striking
paragraph (4). 1
(d) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years of controlled foreign corporations begin-
ning after September 30, 1993, and to taxable of United
States shareholders in which or with which such taxable years
of controlled foreign corporations end.

SEC. 13233. OTHER MODIFICATIONS TO SUBPART F.

(a) SAME CoUNTRY EXCEPTION NOT To APPLY TO CERTAIN DivI-
DENDS.—
(1) IN GENERAL.—Paragraph (3) of section 954(c) (relattilneg
to certain income received from related persons) is amen
by addin% at the end thereof the following new subparagraph:
C) EXCEPTION FOR CERTAIN DIVIDENDS.—Subpara-
graph (AXi) shall not apply to any dividend with respect
to any stock which is attributable to i and profits
of the distributing corporation accumula during any
riod during which the person receiving such dividend
id not hold such stock either directly, or indi through
a chain of one or more subsidiaries each of which meets
the requirements of sub aph (A)i).”
(2) EFFECTIVE DATE.—The amendment made by paragraph
(1) shall apply to taxable years of controlled foreign corporations
inning after September 30, 1993, and to taxable years of
United States shareholders in which or with which such taxable
years of controlled foreign corporations end.
(b) AMENDMENTS TO SECTION 960(b).—
(1) IN GENERAL—Subsection (b) of section 960 is
= (A) by redesigna hs (3) and (4)
ignating paragraphs and (4) as para-
graphs (4) and (5), respectively, a.ng
(B) by striking paragraphs (1) and (2) and inserting
the following new paragraphs:
“(1) INCREASE IN SECTION 904 LIMITATION.—In the case of
any taxpayer who—
“(’f) either (i) chose to have the benefits of subpart
A of this part for a taxable year beginw after September
30, 1993, in which he was required er section 951(a)
to include any amount in his gross income, or (ii) did
not or accrue for such taxable year any income, war
profits, or excess profits taxes to any foreign country or
to any session of the United States,
) chooses to have the benefits of subpart A of this
for any taxable year in which he receives 1 or more
tributions or amounts which are excludable from gross
income under section 959(a) and which are attributable

.
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to amounts included in his gross income for taxable years

referred to in subp ph (A), and

“(C) for the le year in which such distributions
or amounts are received, pays, or is deemed to have paid,
or accrues income, war profits, or excess profits taxes to
a foreign country or to possession of the United States
with respect to such distributions or amounts,

the limitation under section 904 for the taxable in which
such distributions or amounts are received shall be increased
by the lesser of the amount of such taxes paid, or deemed
paid, or accrued with respect to such distributions or amounts
or the amount in the excess limitation account as of the begin-
ning of such taxable year.

“(2) EXCESS LIMITATION ACCOUNT.—

“(A) ESTABLISHMENT OF ACCOUNT.—Each taxpayer
meeting the requirements of paragraph (1XA) shall estab-
lish an excess limitation account. The opening balance of
such account shall be zero.

“(B) INCREASES IN ACCOUNT.—For each taxable year
beginning after September 30, 1993, the taxpayer shall
increase the amount in the excess limitation account by
the excess (if any) of—

“(i) the amount by which the limitation under sec-
tion 904(a) for such taxable year was increased by
reason of the total amount of the inclusions in gross
income under section 951(a) for such taxable year,
over

“(ii) the amount of any income, war profits, and
excess p;’oﬁts taxes paid, or deemed paig, t;l; m
to any foreign country or possession o ni
States which were allowable as a credit under section
901 for such taxable year and which would not have
been allowable but for the inclusions in gross income
described in clause (i).

Pro reductions in the amount added to the account

under the preceding sentence for any taxable year shall

be made for any increase in the credit allowable under
section 901 for such taxable year by reason of a carryback
if such increase would not have n allowable but for

the inclusions in gross income described in clause (i).

“(C) DECREASES IN ACCOUNT.—For each taxable year
beginnir:lg after September 30, 1993, for which the limita-
tion under section 904 was increased under paragraph
(1), the taxpayer shall reduce the amount in the excess
limitation account by the amount of such increase.

“(3) DISTRIBUTIONS OF INCOME PREVIOUSLY TAXED IN YEARS
BEGINNING BEFORE OCTOBER 1, 1993.—If the taxpayer receives
a distribution or amount in a taxable year beginning after
September 30, 1993, which is excluded from gross income under
section 959(a) and is attributable to any amount included in

8 income under section 951(a) for a taxable year beginning

ore October 1, 1993, the limitation under section 904 for
the taxable year in which such amount or distribution is
received shall be increased by the amount determined under
this subsection as in effect on the day before the date of the
enactment of the Revenue Reconcilation Act of 1993.”
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26 USC 960 note.

26 USC 864.

(2) EFFECTIVE DATE.—The amendment made by gearagraph
gb) i%lga;l apply to taxable years beginning after September

Subpart B—Allocation of Research and
Experimental Expenditures

SEC. 13234. ALLOCATION OF RESEARCH AND EXPERIMENTAL
EXPENDITURES.

(a) GENERAL RULE.—Subparagraph (B) of section 864(fX1)
(relating to allocation of research m'u:lp experimental expenditures)
is amended by striking “64 percent” each place it appears and
ingerting “50 percent”.
(b) CONFORMING AMENDMENTS.— -
1) S];.lb(a;)ctiond () of Mﬁ B?«iuis amended by Stﬁkilfﬂg
p ) and inserting the following new paragraphs:
gﬁ) REGULATIONS.—The Secretary shall prescribe such
regulations as may be appropriate to out the tﬁu?:sea
of this subsection, inclu regulations ting to the deter-
mination of whether any expenses are attributable to activities
conducted in the United States or outside the United States
and regulations providing such adjustments to the provisions
of this subsection as may be appropriate in the case of cost-
sharing arrangements and contract research.
“(6% AprpPLICABILITY.—This subsection shall apply to the tax-
payer’s first taxable year (beginning on or before A t 1,
1994) following ghe taxpayf:r’s ast talfl?ible yuiar 1?’0 t;:hic Reve-
nue Procedure 92-56 applies or would apply e taxpayer
elected the benefits of such Revenue Procedpure."
(2) Subugamgraph (D) of section 864(f)(4) iz amended lﬁy
str(i(k]i)’x}g “subparagraph (C)” and inserting “subparagraph (B)
or (C)".

Subpart C—Other Provisions

SEC. 13235. REPEAL OF CERTAIN EXCEPTIONS FOR WORKING CAP-
ITAL.

(a) PROVISIONS RELATING TO OIL AND GAS INCOME.—
(1) AMENDMENTS TO SECTION 907.—
(A) Paragraph (1) of section 907(c) is amended by add-
ing at the end thereof the following new flush sentence:
“Such term does not include any dividend or interest income which
is passive income (as defined in section 904(d)(2)(A)).”.
(B) Paragraph (2) of section 907(c) is amended by add-
ing at the end thereof the following new flush sentence:
“Such term does not include any dividend or interest income which
is passive income (as defined in section 904(d)(2)(A)).”.
(2) SEPARATE APPLICATION OF FOREIGN TAX CREDIT.—Clause
(iii) of section 904(d)2)(A) is amended by inserting “and” at
the end of subclause (II), by striking “, and” at the end of
subclause (III) and inserting a period, and by striking subclause

(3) TREATMENT UNDER SUBPART F.—
(A) Paragranh (1) of section 954(g) is amended by
adding at the end thereof the following new flush sentence:
“Such term shall not include any foreign personal holding company
income (as defined in subsection (c)).”.
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_(B) Pilii‘ﬁgraph (8) of section 954(b) is amended by 26 USC 954.

8 el
(b) TREATMENT OF SHIPPING INCOME.—Subsection (f) of section
954 is amended by adding at the end thereof the following new
sentence: “Except as provided in paragraph (1), such term shall
not include any dividend or interest income which is foreign per-
sonal holding company income (as defined in subsection (c)).”.
(c) EFFECTIVE DATE.—The amendments made by this section 26 USC 904 note.
shall apply to taxable years beginning after December 31, 1992,

SEC. 13236. MODIFICATIONS OF ACCURACY-RELATED PENALTY.

(a) THRESHOLD REQUIREMENT.—Clause (ii) of section
6662(e) (1) B) (relating to substantial valuation misstatement under
chapter 1) is amended to read as follows:

“(ii) the net section 482 transfer price adjustment
forlghe taxaé}lef ear exceeds the lesser Dti $5,000,000
or 10 percent o taxpayer’s gross receipts.”

(b) CERTAIN ADJUSTMENTS EXCLUDED IN DETERMINING THRESH-
oLD.—Subparagraph (B) of section 6662(e)X3) is amended to read
as follows:

“(B) CERTAIN ADJUSTMENTS EXCLUDED IN DETERMINING
THRESHOLD.—For purposes of determining whether the
threshold requirements of paragraph (1)XB)(ii) are met, the
following shall be excluded:

“(i) Any portion of the net increase in taxable
income referred to in subparagraph (A) which is attrib-
utable to any redetermination of a price if—

“(I) it is established that the taxpayer deter-
mined such price in accordance with a specific
pricibx;ﬁ method set forth in the regulations pre-
scri under section 482 and that the taxpayer’s
use of such method was reasonable,

“(II) the taxpayer has documentation (which
was in existence as of the time of filing the return)
which sets forth the determination of such price
in accordance with such a method and which estab-
lis}cllaa that the use of such method was reasonable,
an

5 the Berainty whikin 90 dare of & roqase:
tion to the withi of a request
for such documengg:tn.

“(ii) Any portion of the net increase in taxable
income referreg to in subparagraph (A) which is attrib-
utable to a redetermination of price where such price
was not determined in accordance with such a specific

pricing method if—
“I) the establishes that none of such
pricing me was likely to result in a price

that would clearly reflect income, the taxpayer
used another pricing method to determine such
price, and such other &ricing method was likely
to result in a price that would clearly reflect
income,

“(II) the taxpayer has documentation (which
was in existence as of the time of filing the return)
which sets forth the determination of such price
in accordance with such other method and which
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26 USC 6662.

26 USC 6662
note.

establishes that the requirements of subclause (I)
were satisfied, and

“(III) the taxpayer provides such documenta-
tion to the Secretary within 30 days of request
for such documentation.

“(iii) Any portion of such net increase which is
attributable to any transaction solely between foreign
corporations unless, mthecaseofanysucheorpora—
tions, the treatment of such transaction affects the
determination of income from sources within the
United States or taxable income effectively connected
with the conduct of a trade or business within the
United States.”

(¢) COORDINATION WITH REASONABLE CAUSE EXCEPTION.—Para-
gti:l:ph (3) of section 6662(e) is amended by adding at the end
reof the following new subparagraph:
“(D) COORDINATION WITH REASONABLE CAUSE EXCEP-
TION.—For purposes of section 6664(c) the taxpayer shall
not be treated as having reasonable cause for any portion
of an underpayment attributable to a net section 482 trans-
fer price adjustment unless such taxpayer meets the
requirements of clause (i), (ii), or (iii) subparagraph
(B) with respect to such portion.”

(d) CONFORMING AMENDMENT.—Clause (iii) of section

6662(h)2)A) is amended to read as follows:

“(iii) in paragraph (1)(B)ii)—

“(I) ‘$20,000,000’ for ‘$5,000,000’, and
“(II) “20 pemant’ for ‘10 percent’. g
(e) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 1993.

SEC. 13237. DENIAL OF PORTFOLIO INTEREST EXEMPTION FOR
CONTINGENT INTEREST.

(a) GENERAL RULE.—

(1) Subsection (h) of section 871 (relating to re of tax
on mter:“‘sthof ‘tlmgremdent almn) md:vndua{%:dr%eel from cer-
tain portfolio debt investments) is amen redesignating
paragrapha (4), (6), and (6) as paragraphs (5‘; (6), and (7),
respectively, h and by inserting after paragraph (3) the followmg
new p
4) PORTFOLIO INTEREST NOT TO INCLUDE CERTAIN CONTIN-
GENT INTEREST.—For purposes of this subsection—

“(A) IN GENERAL.—Except as otherwise provided in

t.hul; ph, the term ‘portfolio interest’ shall not
inc
“(i) any interest if the amount of such interest
is determined by reference to—
“(I) any receipts, sales or other cash flow of
the debtor or a related person,
“(II) any income or profits of the debtor or
a related person,

“(III) any change in value of any property
of the debtor or a related person, or

“(IV) any dividend, partnership distributions,
or similar payments made by the debtor or a
related person, or
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“(ii) any other type of contingent interest that is
identified by the Secretary by regulation, where a
denial of the portfolio interest exemption is necessary
(n'mx appropriate to prevent avoidance of Federal income

“(Bi RELATED PERSON.—The term ‘related person’
means any person who is related to the debtor within
the meaning of section 267(b) d‘;;t:lg:(b)t('n' or who is o‘}
p to any arrangement un n for a purpose
anﬂing the application of this pa.ra{aph
“(C) EXCEPTIONS.—Subparagraph (AXi) shall not apply

“(i) any amount of interest solely by reason of
the fact that the timing of any interest or principal
payment is subject to a contingency,

“(ii) any amount of interest solely by reason of
the fact that the interest is paid with respect to
nonrecourse or limited recourse indebtedness,

“(iii) any amount of interest all or substantially
all of which is determined by reference to any other
amount of interest not i in aubparagrsaph (A)
(or by reference to the principal amount of indebted-
ness on which such other interest is paid),

“(iv) any amount of interest solely by reason of
the fact that the debtor or a related person enters
into a hedging transaction to reduce the risk of interest
rate or currency fluctuations with respect to such
interest,

“(v) any amount of interest determined by ref-
emmm"a]ehanges' the value of (including

in ue of property (inclu
stock) that is actively traded (wit.hinrge mean;g
of section 1092(d)) other than property descri

i

i on propert i in
a0 ok i e
pays 1nteres n paragrap , Or
stock or other property that represents a beneficial
interest in the debtor or a related person, or
“(I11) in any index of the value of
property described in subclause (I) or of the yield
on property described in subclause (II), and
“(VB ag:ly other type of interest identified by the

Secretary by regulation.

o Bt £ Ao 1k ATSIG ta my Ioteress
NESS. P not apply to any interes
paid or mth respect to any indebtedness with
a fixed term—

“(i) which was issued on or before April 7, 1993,

“(ii) which was issued after such date pursuant
to a written binding contract in effect on such date
and at all J.lmes thereafter before such indebtedness

(2 Smﬁon (c) of section 881 is amended by redesignat- 26 USC 831.
ing paragraphs (4), (5), and (6) as paragraphs (5), (6), and

VO
to—
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26 USC 2105.

(7), respectively, and by inserting after paragraph (3) the follow-
ing new paragraph:

“(4) PORTFOLIO INTEREST NOT TO INCLUDE CERTAIN CONTIN-
GENT INTEREST.—For purposes of this subsection, the term ‘port-
folio interest’ shall not include any interest which is treated
g.g 133%4)!:3@ portfolio interest under the rules of section
(b) ESTATE TAX TREATMENT.—Subsection (b) of section 2105

is amended—

M) b s(tﬂkingd“hhis subcha“t;‘ahtjer" in the tilrtertl];al %r?icedmg
paragrap! and inserting is subchapter, the followi
shall not be deemed property within the l?m‘ted Stat.es",m

(2) by striking paragraph (3) and all that follows down
through the period at the end thereof and inserting the follow-
1

ng:
“(3) debt obligations, if, without regard to whether a state-
ment meeting the requirements of section 871(h)5) has been
received, any interest thereon would be eligible for the exemp-
tion from tax under section 871(h}1) were such interest
e rec}?iveddbgsthm the time of hi]x}death. .
otwithstandi ing sentence, if any portion o

interest on an obligation referred to in paragraph (3) would not
be eligible for the exem&tiun referred to in paragragh (3) bgeeedemn
of section 871(h)4) if the interest were received by the nt
at the time of his death, then an appropriate portion (as determined
in a manner prescribed by the Secretary) of the value (as determined
for purposes of this chapter) of such debt obligation shall be deemed
property within the United States.”

(c) CONFORMING AMENDMENTS.—

(1) Clause (ii) of section 871(h)X2)B) is amended by striking

paragr%ﬂ!l: (4)” and inserting “paragraph (5)”.

(2) Clause (ii) of section 881(cX2)B) is amended by striking
“section 871(h)4)” and inserting “section 871(h)X5)".

(8) Paragraph (6) of section 881(c) (as redesignated
subsection (a)) is amended by striking “section 871(h)5)” ea
place it appears and inserting “section 871(h)6)".

(4) Par ph (9) of section 1441(c) is amended by striking
“gection 871(h)3)” and inserting “section 871(h)3) or (4)".

(5) Subsection (a) of section 1442 is amended—

@r (A)dby striking “871(hX3)” and inserting “871(h)3) or

, an
. (B) by striking “881(cX3)” and inserting “881(cX3) or

(d) EFFECTIVE DATE.—The amendments made by this section
shall apply to interest received after December 31, 1993; except
that the amendments made subsection (b) shall apply to
estates of decedents dying after mber 31, 1993.

SEC. 13288. REGULATIONS DEALING WITH CONDUIT ARRANGEMENTS.

Section 7701 is amended by redesignating subsection (1) as
subsection (m) and by inserting after s ion (k) the following
new subsection:

“(1) REGULATIONS RELATING TO CONDUIT ARRANGEMENTS.—The
Secretary may prescribe regulations recharacterizing any multiple-
ga.rty financing transaction as a transaction directly among any

or more of such parties where the Secretary determines that
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such recharacterization is appropriate to prevent avoidance of any
tax imposed by this title.”

SEC. 13239. TREATMENT OF EXPORT OF CERTAIN SOFTWOOD LOGS.

(a) FOREIGN SALES CORPORATIONS.—Paragraph (2) of section
927(a) (relating to exclusion of certain property) is amended by 26 USC 927.
striking “ or"attheendofsubparagraph&) bystnlungt.hepenod

at the end of subparagraph (D) and inserting “, or”, and by adding
at the end the following:

F o uuliap I?I(tﬁh;ertgehmh o “:1?10 rocessed
'or purposes of subparagrap term ‘unpr tim-
ber’ means any log, cant, or similar form of timber.”

(b) DOMESTIC INTERNATIONAL SALES CORPORATIONS.—Para-
graph (2) of section 993(c) (relating to exclusion of certain property)
e ) striking “or” st the end of subparagraph (C), b

ing “or” at end of s p y
striking %onodsttheendofmbparagmph (D) and inserting

“ or”, and by adding after subparagraph (D) the following

new subparagraph:

“(E) any unprocessed timber which is a softwood.”,

and
(2) by ?dci:bng at the ;n&: ;.h:ht:llomng new sentence: “Fo;
purposes of subparagrap! term rocessed timbe
means any log, cant, m'sumlm'f'or'm1:af‘l:mlberP
(c) SOURCE RULE.—Subsection (b) of section 865 (relati
source rules for personal property sales) is amended by a
at the end the following: “Notwithstanding the preceding sentence,
any income from the sale of any unproceesed timber which is
a softwood and was cut from an area in the United States shall
be sourced in the United States and the rules of sections 862(a)6)
and 863(b) shall not apply to any such income. For purposes of
the preceding sentence, the term ‘unprocessed timber’ means any
log, cant, or similar form of timber.”
(d) ELIMINATION OF DEFERRAL.—Subsection (d) of section 954
is amended by adding at the end the following new paragraph
O8N M T O I i
purposes of s n (aX2), term ‘foreign company
sales income’ includes any income (whether in the form of
pr.oﬂl}_ti, commissions, fees, or otherwise) derived in connection
wi
“(A) the sale of any unprocessed timber referred to
in section 865(b), or
2 “(B) the milling of any such timber outside the United
tates.
SubparthhalImtst.Ealywanyamuunttreatedassubpart
F income by reason of paragraph.”
(e) EFFECTIVE DATE.—The amendments made by this section 26 USC 865 note.
shall apply to sales, exchanges, or other dispositions after the
date of the enactment of this Act.
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PART IV—-TRANSPORTATION FUELS
PROVISIONS

Subpart A—Transportation Fuels Tax

SEC. 13241. TRANSPORTATION FUELS TAX.

(a) GASOLINE.—Clause (iii) of section 4081(a}2XB) (relating
26 USC 4081, to rates of tax) is amended to read as follows:
“(m) the deficit reduction rate is 6.8 cents per

(b) DIESEL FUEL AND NONCOMMERCIAL AVIATION FUEL.—

(1) DIESEL FUEL.—Paragraph (4) of section 4091(b) (relating
to rate of tax) is amended by striking “2.5 cents” and inserting
“6.8 cents”.

(2) AVIATION FUEL.—

GASOLINE IN NONCOMMERCIAL AVIATION.—Para-

Eraph (8) of section 4041(c) is amended to read as follows:

(3) RATE OF TAX.—The rate of tax imposed by paragraph
(2) on any gasoline is 1 cent per gallon.”
(B) FUEL OTHER THAN GASOLINE.—

(i) Clause (ii) of section 4091(b)(1XA) is amended
by inse “and the avlauon fuel deficit reduction
rate” after rate

(ii) Sl:lb;:chon ) p(]’:f (n)ctmn 4091 mhal(t’}t;ndeg gy
redesigna paragra] as a an
inserting after paragraph (5) the foﬂowﬁ:g new para-

graph:

“6) AVT.A'I'ION FUEL DEFICIT REDUCTION RATE.—For pur-
poses of paragraph (1) the aviation fuel deficit reduction rate
is 4.3 cents per

(iii Paragraph (1) of section 4041(c) is amended—
I) by striking “of 17.5 cents a gallon”, and
(II) by inserting before the last sentence the
following new sentence:
“The rate of the tax imy l)osedb y this paragraph shall be the
sum of the Airport and Airway Trust Fund financing rate
and the aviation fuel deficit reduction rate in effect under
section 4091 at the time of such sale or use.”
(¢) CERTAIN ArLcoHOL FuUELS.—Section 4041(m}1XA) is
amended to read as follows:
“(A) under subsection (a}(2)—
“(i) the Highwa Trust. Fund financing rate shall
be 5.75 cents
;‘(11]11) the gﬁmt reductmn rate shall be 5.55 cents
on.”
(d) FU'EL Ussn IN COMMERCIAL TRANSPORTATION ON INLAND
WATERWAYS.—
(1) IN GENERAL.—Section 4042(bX1) (relating to amount
e b wioting "l s e of wils h (A),
y 8 “and” at the end of s agraj
(B) by strlkl.ng the penod at the end ofparbgrarggraph
(B) and inserting , and
" (C) by addmg at tj:e end thereof the following new
subparagra;
“©C) the deﬁcat reduction rate.”
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(2) RATE.—Section 4042(b)(2} (relating to rates) is amended 26 USC 4042.
by addmg( at the end the following new subparagraph:
)Thedeﬁcltreduchon rate is 4.3 cents pergallon.
(e) COMPRESSED NATURAL GAS.—
(1) IN GENERAL.—Subsection (a) of section 4041 is amended
at the end thereof the following new paragraph:
“(3) COMPRESSED NATURAL GAS.—
“(A) IN GENERAL.—There is hereby imposed a tax on
compmsuecl natural
“(i) sold by any person to an owner, lessee, or
other operator of a motor vehicle or motorboat for
use as a fuel m such motor vehicle or motorboat, or
“(ii) used b; any rson as a fuel in a motor
vehicle or motor 8s there was a taxable sale
Theofsuch mund“d’mmbym B
rate of the tax imposed paragraph s
48.54 cents per MCF (determined at standard temperature
ni re;m];:re) N shall be imposed by this
US USES.—No tax im para-
graph on any sale for use, or use, described in % subpara-
Eraph (B) or (C) of section 6427(1:)(2) (relatmg to school
and intracity transportation).
“(C) ADMINISTRATIVE PROVISIONS.—For purposes of

ﬂ]:l;;l;n.nﬁm tatlewithmpecttothetaxealmpoaedb
su on, references to any li subjlect to tax
under this subsection shall be trea as including ref-
erences to compressed natural gas subject to tax under
this ph, and references to gallons shall be t.reated
as including references to MCF with respect to such gas.”
(2) EXEMPTION FROM LEAKING UNDERGROUND STORAGE TANK
TRUBT FUND TAX.—Paragraph (1) of section 4041(d) is amended
tg striking “subsection (a)” the second glaee it appears in
e text and inserting “subsection (a)(1) or (2)".
D CED Paragraph (3 of secti 4041(D is hereby repealed
p o on is hereby repealed.
(2) Subsection (g) of section 4041 is amended {ny striking
the last sentence.
3) Subparagra¥hs (A) and (B) of section 4093(cX2) are
amended to read as follows:

“(A) NO EXEMPTION FROM CERTAIN TAXES ON FUEL USED
IN DIESEL-POWERED TRAINS.—In the case of fuel sold for
use in a diesel- 'g)wamd train, paragraph (1) shall not apply
to so much of by section 4091 as is attrib-
utable to the Leaking Underground Storage Tank Trust
Fund financing rate and the diesel fuel deﬁcxt reduction
rate imposed under such section. The lf sentence
shall not apply in the case of fuel sold for exclusive use
by a State or any political subdivision thereof.

“(B) NO EXEMPTION FROM LEAKING UNDERGROUND
STORAGE TANK TRUST FUND TAXES ON FUEL USED IN
COMMERCIAL AVIATION.—In the case of fuel sold for use
in commercial aviation (other than supplies for vessels
or aircraft within the meamng of section 221(dX3)), para-
Emph(l)alsoshallnotapp to so much of the tax im

section 4091 as is attributable to the Leaking Under-

d Storage Tank Trust Fund financing rate imposed
E such section. For purposes of the preceding sentence,



107 STAT. 512

26 USC 4041

PUBLIC LAW 103-66—AUG. 10, 1993

the term ‘commercial aviation’ means any use of an aircraft
zotli‘ilit)l(l:)l; in noncommercial aviation (as defined in section
c »

(4) Section 4093(d) is amended by inserting “and the avia-
tion fuel deficit reduction rate” after “rate”.

(5) Section 6420 is amended by striking subsection (h).

(6) Paragraph (3) of section 6421(f) is amended by inserti
“and at the deficit reduction rate” after rate”, an
by inserting “AND DEFICIT REDUCTION TAX” after “TAX” in the

h
(7) Section 6421 is amended (gr) stn.lung subsection (i).

(8) Parafaph (2) of section
ing “3.1 cents” in subparagmph (A) and
"';Li'ii-‘;; Ao N in the h
“38-CENT REDUCTION” in paragrap
headmg and inserting “REDUCTION”.

(9) Section 8427(1} is amended by striking E:ragrapha (3)
and (4) and inserting the following new paragraphs:

“(3) NO REFUND OF CERTAIN TAXES ON FUEL USED IN DIESEL-
POWERED TRAINS.—In the case of fuel used in a diesel-powered
tram ph (1) shall not apply to so much of the tax

by section 4091 as is attributable to the Lea]n.nﬁ
Undergrou.nd Storage Tank Trust Fund rate an
the diesel fuel deficit reduction rate im by such section.
receding sentence shall not apply in the case of fuel
sold E)r exclusive use by a State or any political subdivision

“(4) NO REFUND OF LEAKING UNDERGROUND STORAGE TANK
TRUST FUND TAXES ON FUEL USED IN COMMERCIAL AVIATION.—
In the case of fuel used in commercial aviation (as defined
Areht wichin the maening of siction CRIDEY, yaragast

wi e meaning n aragrap
(l)shallnotapglartosomunhofthetaxmpo g section
4091 as is attributable to the Leaking Undergroi Stora,ge
Tank Trust Fund financing rate imposed by such section.”
and%l?} Section 6427 is amended by striking subsections (m)

0
(g) EFFECTIVE DATE.—The amendments made by this section

s shall take effect on October 1, 1993.

26 USC 4081
note.

(h) FLOOR STOCKS TAXES.—

(1) IMPOSITION OF TAX.—In the case of gasoline, diesel
fuel, and aviation fuel on which tax was imposed under section
4081 or 4091 of the Internal Revenue Code of 1986 before
October 1, 1993, and which is held on such date by any person,
there is fnemby imposed a floor stocks tax of 4.3 cents per
gallon on such gasoline, diesel fuel, and aviation fuel.

(2) LIABILITY FOR TAX AND METHOD OF PAYMENT.—

(A) LIABILITY FOR TAX.—A person holding gasoline,
diesel fuel, or aviation fuel on October 1, 1993, to wh:ch
the tax imposed by paragraph (1) apphes shall be liable
for such tax.

(B) METHOD OF PAYMENT.—The tax imposed by para-

f]h (1) shall be paid in such manner as the Secretary
rescribe.

( ) TIME FOR PAYMENT.—The tax imposed by para-

h (1) shall be paid on or before November 30, 1993.

!:meou‘s —For purposes of this subsection—
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(A) HELD BY A PERSON.—Gasoline, diesel fuel, and avia-
o et
such person (w] er or n
totth et e gasoline” has the meaning
ASOLINE.— rm ine” meani
given such term by section 4082 of such Code.
(C) DIESEL FUEL.—The term “diesel fuel” has the mean-
ing given such term by section 4092 of such Code.
(D) AVIATION FUEL.—The term “aviation fuel” has the
meaning given such term by section 4092 of such Code.
(E) SECRETARY.—The term “Secretary” means the Sec-
of the Treasury or his delegate.
(4) EXCEPTION FOR EXEMPT USES.—The tax imposed by
g;l:ail:lsh (1) shall not apply to gasoline, diesel fuel, or aviation
1 bwmn exclusively for any use to the extent
a credit or of the tax im by section 4081 or 4091
of such Code, as the case may be, is allowable for such use.
il b Tioeond By Batageiett (1 o6 gaiilin 42 Giomel toet
8 im; paragrap on gasoline or diese
held in the tank of a motor vehicle or motorboat.
(6) EXCEPTION FOR CERTAIN AMOUNTS OF FUEL.—
(A) IN GENERAL.—No tax shall be imposed by para-
graph (1)—

(i) on line held on October 1, 1993, by any
person if te amount of gasoline held by
auc.:ih person on such date does not exceed 4,000 gallons,
an

(ii) on diesel fuel or aviation fuel held on October
1, 1993, by any person if the gate amount of
diesel fuel or aviation fuel held by such person on

The recggit:gdm lt?::i MZ,OOOgallglna. if such

sentence apply only if s person
aubm‘l’tstotheSecretary(atthatimeandiuthemannar
required by the Secretary) such information as the Sec-
re aha]i require for purposes of this paragraph.

) FUEL.—For purposes of sub; ar:fragh (A),
there shall not be taken into account fuel held yanﬁ
rson which is exempt from the tax imposed by paragrap

ff) by reason of paragraph (4) or (5).
(C) CONTROLLED GROUPS.—For purposes of this
paragraph—

(i) CORPORATIONS.—

(I) IN GENERAL.—AIIl persons treated as a con-
trolled group shall be treated as 1 person.

B oo B s

" meaning given to suc

by mg? (a) uglt; section 153?e of such «(tlzge;

excep or 8 P 8 phrase re

than 50 tmleas?go shall gt st;ll:st%tubedt for the
phrase “a percent” each place it appears

n such subsection.

(ii) NONINCORPORATED PERSONS UNDER COMMON
CONTROL.—Under regulations Lgrescribed by the Sec- Regulations.
retary, principles similar to the principles of clause
(i) shall apply to a group of persons under common
control where 1 or more of such persons is not a
corporation.
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IR g ot o il g g g e
, 8pp with res; im
wagﬁonmlofsuchCodeinthemofgasoﬁneand
section 4091 of such Code in the case of diesel fuel and aviation
fuel shall, insofar as applicable and not inconsistent with the
provisions of this subsection, apply with respect to the floor
stock taxes imposed by paragraph (1) to the same extent as
if such taxes were imposed by such section 4081 or 4091.

Subpart B—Modifications to Tax on Diesel Fuel

SEC. 13242. MODIFICATIONS TO TAX ON DIESEL FUEL.

(a) IN GENERAL.—Subparts A and B of part III of subchapter

A of chapter 32 (relating to manufacturers excise taxes), as amended
by subpart A, are amended to read as follows:

“Subpart A—Gasoline and Diesel Fuel

“Sec. 4081. Imposition of tax.

“Sec. 4083, Deﬁm]ﬁ;ns,r;ci;lmlrndmini-mﬁ uthority
s - - Ve a s

“Sec. 4084. Cross references.

“SEC. 4081. IMPOSITION OF TAX.

“(a) TAX IMPOSED.—
“(1) TAX ON REMOVAL, ENTRY, OR SALE.—
“(A) IN GENERAL.—There is hereby imposed a tax at
the rate specified in paragraph (2) on—
i) the removal of a taxable fuel from any refinery,
“(ii) the removal of a taxable fuel from any termi-

“(iii) the entry into the United States of any tax-
able fuel for consumption, use, or warehousing, and
“(iv) the sale of a taxable fuel to any person who
is not registered under section 4101 unless there was

a prior taxable removal or entry of such fuel under

clause (i), (i), or (iii).

“(B) EXEMPTION FOR BULK TRANSFERS TO REGISTERED
TERMINALS OR REFINERIES.—The tax imposed by this para-
E;:Ph shall not apply to any removal or entry of a taxable

trmferredmgulktoatarminalorreﬁneryifthe
ﬁrson removing or entering the taxable fuel and the opera-
41r0c1'f such terminal or refinery are registered under section
“(2) RATES OF TAX.—

“(A) IN GENERAL.—The rate of the tax imposed by
this section is—

d"(i) in the case of gasoline, 18.3 cents per gallon,
an
“(ii) in the case of diesel fuel, 24.3 cents per gallon.

“(B) LEAKING UNDERGROUND STORAGE TANK TRUST
FUND TAX.—The rates of tax specified in subparagraph
(A)shallaaehbeimreasedbyo.leentlﬁ:lrlgallon.
g el ol oy e et b

re as ndergroun
Trust Fund ing rate.
“(b) TREATMENT OF OVAL OR SUBSEQUENT SALE BY

BLENDER.—
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“(1) IN GENERAL.—There is hereby imposed a tax at the
rate determined under subsection (a) on taxable fuel removed
or sold by the blender thereof.

“(2) CREDIT FOR TAX PREVIOUSLY PAID.—If—

“(A) tax is mpmad on the remo\ra] or sale of a taxable
fuel b& paragraph (1), and

) the R oailithes Wie ‘wnonst of the tax

{;mdmthrespecttosuchﬁmlbyreamnofsubaochon

theamountofthetaxsopmdshallheal}owedaaacredlt

the tax imposed by reason of paragraph (1).

“(c) TAXABLE FUELS MIXED WITH ALCOHOL.—Under regulations Regulations.
prescribed by the Secretary—

“1) IN GENERAL.—The rate of tax under subsection (a)
shall be the alcohol mixture rate in the case of the removal
or entry of any qualified alcohol mixture.

“2) Tax PRIOR TO MIXING.—

“(A) IN GENERAL.—In the case of the removal or entry
of any taxable fuel for use in_ at the time of
such removal or entry a q edal ol mixture, the
rate of tax under subsection (a) shall be the ap licable
fraction of the alcohol mixture rate. Subject to s terms
and conditions as the Secneulr{ may prescribe (including
the asphcahon of section 410 t.he treatment under the

P sentencealsoshallnplytousem rod
a qualified alcohol mixture after &e time of sucg remoﬁi

or antg
“(B) APPLICABLE FRACTION.—For purposes of subpara-
graph (A), the applicable fraction is—

“) in e case of a qualified alcohol mixture which
contains gasoline, the fraction the numerator of which
is 10 and the denominator of which is—

“(I) 9 in the case of 10 percent gasohol,
“II) 9.23 in the case of 7.7 percent gasohol,

“(IIT) 9.43 in the case of 5.7 percent gasohol,

and
“(ii) in the case of a qualified alcohol mixture which

does not contain gasoline, 1%.

“(3) ALCOHOL; QUALIFIED ALCOHOL MIXTURE.—For purposes
of this subsection—

“(A) ALcoHOL.—The term ‘alcohol’ includes methanol
and ethanol but does not clo‘:lh(ufn‘ﬂ alcohol p“))dgcuec‘llx t'f’;mn
petroleum, natural or uding peat rm
doesnotmcludeaﬁholmthapmofofleuthanl%
(determined without regard to any added denaturants),

“B) Qum ALCOHOL MIXTURE.—The term ‘qualified
alcohol mixture’ means—

“(i) any mixture of gasoline with alcohol if at least

5.7 percent of such mixture is alcohol, and

“(ii) any mixture of diesel fuel 'with alcohol if at
least 10 pemant of such mixture is alcohol.
“(4) ALCOHOL MIXTURE RATES FOR GASOLINE MIXTURES.—
For purposes of this subsection—

“(A) IN GENERAL.—The alcohol mixture rate for a quali-

fied alcohol mixture which contains gasoline is the excess
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Regulations.

of the rate which would (but for this paragraph) be deter-
nﬁnedun((lﬁrss“ ":n(a] ogva‘ilp_ for 10 t gasohol
“(i) 5.4 cents per on for percen! ol,
“(ii) 4.158 cents per gallon for 7.7 percent gasohol,

and
“(iii) 3.078 cents per gallon for 5.7 percent gasohol.

In the case of a mixture none of the af:;hol in which

consists of ethanol, clauses (i), (ii), and (iii) shall be apPlied

by substituting ‘6 cents’ for ‘5.4 cents’, ‘4.62 cents’ for

‘Z 158 cents’, and ‘3.42 cents’ for ‘3.078 cents’.

“(B) 10 PERCENT GASOHOL.—The term ‘10 a;laercent
ohol’ means any mixture of gasoline with alcohol if at
least 10 percent of such mixture is alcohol.

“(C) 7.7 PERCENT GASOHOL.—The term ‘7.7 a;]:narcam: -
ohol’ means any mixture of gasoline with alcohol if at
least 7.7 percent, but not 10 percent or more, of such
mixture is alcohol.

“(D) 5.7 PERCENT GASOHOL.—The term ‘5.7 percent gas-
ohol’ means any mixture of gasoline with alcohol if at
least 5.7 percent, but not 7.7 percent or more, of such
mixture is alcohol.

“(5) ALCOHOL MIXTURE RATE FOR DIESEL FUEL MIXTURES.—
The alcohol mixture rate for a qualified alcohol mixture which
does not contain gasoline i8 the excess of the rate which would
(but for this paragraph) be determined under subsection (a)
over 5.4 cents per gallon (6 cents per gallon in the case of
a qualified alcohol mixture none of the alcohol in which consists
of ethanol).

“(6) LIMITATION.—In no event shall any alcohol mixture
rate determined under this subsection be less than 4.3 cents
per %allon.

(7) LATER SEPARATION OF FUEL FROM QUALIFIED ALCOHOL
MIXTURE.—If any person separates the taxable fuel from a
qualified alcohol mixture on which tax was imposed under
subsection (a) at a rate determined under paragraph (1) or
(2) (or with respect to which a credit or payment was allowed
or made by reason of section 6427(fX1)), such person shall
be treated as the refiner of such taxable fuel. amount
of tax imposed on any removal of such fuel by such person
shall be reduced by the amount of tax imposed (and not credited
or refunded) on any prior removal or entry of such fuel.

“(8) TERMINATION.—Paragraphs (1) and (2) shall not apply
to any removal, entry, or sale after September 30, 2000.

“(d) TERMINATION.—

“(1) IN GENERAL.—On and after October 1, 1999, each rate
ot;l] tax specified in subsection (a}2)A) shall be 4.3 cents per

on.

. “(2) LEAKING UNDERGROUND STORAGE TANK TRUST FUND

FINANCING RATE.—The ing Underground Storage Tank

Trust Fund financing rate under subsection (a)}2) s. not

apply after December 31, 1995.

“& IN CERTAIN CASES.—Under retE.l.lationa prescribed
8

by the Secretary, if any person who paid tax imposed by
t.l{is gection :g respect to any l'.tl.ambl::el fuel establishes to the
satisfaction of the Secretary that a prior tax was paid (and not
credited or refunded) with res to such taxable fuel, then an
amount equal to the tax paid by such person shall be allowed
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as a refund (without interest) to such person in the same manner
as if it were an overpayment of tax imposed by this section.

“SEC. 4082. EXEMPTIONS FOR DIESEL FUEL.

“(a) IN GENERAL.—The tax imposed by section 4081 shall not

apply to diesel fuel—
“(1) which the Secretary determines is destined for a non-
taxable use,
“(2) which is indelibly dyed in accordance with regulations
which the Secretary shall prescribe, and
“(3) which meets s marking requirements (if any) as
may be prescribed by the Secretary in regulations.
Such hfﬂ:: shall allow an md:vf:rt‘l)ual choil?;t offdya 00‘33
approv Secretary or chosen from any of a
dye colors mt the Secretary may publish. i

“(b) NONTAXABLE USE.—For purposes of this section, the term
‘nontaxable use’ means—

“(1) any use which is exempt from the tax imposed by
a?ctlot;;’n 4041(aX1) other than by reason of a prior imposition

0

“(2) any use in a train, and
“(3) any use described in section 6427(b)1) (after the
afglioation of section 6427(bX3)).

“(c) REGULATIONS.—The Secretary shall prescribe such regula-
tions as may be necessary to carry out this section, includi
regulations iring the conspicuous labeling of retail diesel fue
pumps and o ivery facilities to assure that persons are
aware of which fuel is available only for nontaxable uses.

“(d) CROSS REFERENCE.—

“For tax on train and certain bus uses of fuel purchased tax-free,
see section 4041(a)(1).

“SEC. 4083. DEFINITIONS; SPECIAL RULE; ADMINISTRATIVE AUTHOR-
ITY.

“(a) TAXABLE FUEL.—For purposes of this subpart—

“(1) IN GENERAL.—The term ‘taxable fuel’ means—

“(A) gasoline, and

“B) fuel. :

“(2) GASOLINE.—The term ‘gasoline’ includes, to the extent
prescribed in regulations—

“(A) gasoline blend stocks, and

“(B) products commonly used as additives in gasoline.

For purposes of subparagraph (A), the term ‘gasoline blend
8 means any petroleum product component of gasoline.
“(3) DIESEL FUEL.—The term ‘diesel fuel’ means any liquid

(other than gasoline) which is suitable for use as a fuel in

a diesel-powered highway vehicle, a diesel-powered train, or

a diesel-powered boat.

“(b) CERTAIN USES DEFINED AS REMOVAL.—If any person uses
taxable fuel (other than in the production of gasoline, diesel fuel,
or special fuels referred to in section 4041), such use shall for
the purposes of this chapter be considered a removal.

“(c) ADMINISTRATIVE AUTHORITY.—

“(1) IN GENERAL.—In addition to the authority otherwise
granted by this title, the Secretary may in "sterinﬁ
compliance with this subpart, section 4041, and penalties an
other administrative provisions related thereto—
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“(A) enter any place at which taxable fuel is produced
e “(')(or L’ the i t uszfl_to determine
i) examining equipmen
the amount or composition of such fuel and the equip-
ment used to store such fuel, and
d"{n) taking and removing samples of such fuel,

“(B) detain, for the purposes referred in subparagraph

%}, aﬁlgl container which contains or may contain any tax-

e fuel.
“(2) INSPECTION SITES.—The Secretary may establish
tﬁ:t.w.-n sites for purposes of carrying out the Secretary’s
rity under pamgraph (1XB).

“(3) PENALTY FOR REFUSAL OF ENTRY.—The penalty
vldedbysectlon'?muhallaplytoanyrefusaltoa
entry or other refusal to t an action by the Secre
authorized by paragraph (1), except that section 7342
be aprhed by substituting “1 for ‘500" for each such

“(1) For provisions farmers from excise tax in the case
5 mth:ohmhhmhlpn:p*mmmﬂm
h:ht::wmw for mnhlxh‘m Way purposes,

by systems, or sold for exempt purposes,

..:(;)“#u to tax in the
'or provisions hasers from excise

case of Mnnlnndhmapummmﬁm A

“Subpart B—Aviation Fuel

“Sec. 4091. Imposition of tax.
“Sec. 4092. Emmphom

“SEC. 4001. IMPOSITION OF TAX.

“(a) TAX ON SALE.—

“(1) IN GENERAL.—There is hereby imposed a tax on the
sale of aviation fuel by the producer or the importer thereof
or by any producer of av:at:lon fuel.

“(2) USE TREATED AS SALE.—For p ul]'!l)ose aph
(1), if any producer uses aviation fuel (other than for a non-
taxmm lg: as d;osedﬁned md:ectil:::h 6427(1)(2X1P))thon whi;h no

n im under s paragraph, then such use
shall be considered a sale.
“(b) RATE OF TAX.—

“(1) IN GENERAL.—The rate of the tax imposed by subsection
(a) shall be 21.8 cents per gallon.

“2) G UNDERGROUND STORAGE TANK TRUST FUND

TAX.—The rate of tax specified in paragraph (1) shall be
increased by 0 1 cent per gallon. The increase in tax under
this paragr a&: in this title be referred to as the Leaking
Unde: Storage Tank Trust Fund financing rate.

“(3) TERMINATION.—

“A) On and after Jan 1, 1996, the rate of tax
specified in pmhgph (1) l.;:.,il be 4.3 cents per gallon.
Underground Storage Tank Fund

financing rate shall not apply during any period during
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which the laahnz Underground Storage Tank Trust Fund
financing rate under section 4081 does not apply.
“(c) REDUCED RATE OF TAX FOR AVIATION FUEL IN ALCOHOL Regulations.
MiXTURE, ETC.—Under regulations prescribed by the Secretary—

“(1) IN GENERAL.—The rate of tax under subsection (a)
shall be reduced by 13.4 cents per gallon in the case of the
sale of any mixture of aviation fuel if—

“(A) at least 10 percent of such mixture consists of
alcohol (as defined in section 4081(c)(3)), and
“(B) the aviation fuel in such mixture was not taxed

under paragraph (2).

In the case of such a mixture none of the alcohol in which
is ethanol, the preceding sentence shall be applied by substitut-
ing ‘14 cents’ for ‘13.4 cents’.

“(2) TAX PRIOR TO MIXING.—In the case of the sale of
aviation fuel for use (at the time of such sale) in producing
a mixture described in paragraph (1), the rate of tax under
subsection (a) shall be 1% of the rate which would (but for
this paragraph) have been applicable to such mixture had such
mixture been created prior to such sale.

“(3) LATER SEPARATION.—If any person separates the avia-
tion fuel from a mixture of the aviation fuel and alcohol on
which tax was imposed under subsection (a) at a rate deter-
mined under paragraph (1) or (2) (or with respect to which
a credit or payment was allowed or made by reason of section
6427(f 1)), such Yerson shall be treated as the producer of
such aviation fuel. The amount of tax imposed on any sale
of such aviation fuel by such person shall reduced the
amount of tax im (and not credited or refunded) on .any
prior sale of such fuel.

“(4) LIMITATION.—In no event shall any rate determined
under paragraph (1) be less than 4.3 cents per gallon.

“5) 'I'EwmAﬂON.—Parag'ra&l)lg (1) and (2) shall not apply
to any sale after September 30, 2000.

“SEC. 4092. EXEMPTIONS.

“(a) NONTAXABLE Usgs.—No tax shall be imposed by section
4091 on aviation fuel sold by a producer or importer for use by
the Y r in a nontaxable use (as defined in section
6427(1X2XB)).

“(b) No EXEMPTION FrROM CERTAIN TAXES ON FUEL USED IN
COMMERCIAL AVIATION.—In the case of fuel sold for use in commer-
cial aviation (other than su d[:uliiena for vessels or aircraft within
the meaning of section 42212; X3)), subsection (a) shall not apply
to so much of the tax imposed by section 4091 as is attributable
to—

“(1) the Leaking Underground Storage Tank Trust Fund
financing rate imposed by such section, an
“(2) in the case of fuel sold after September 30, 1995,
4.3 cents per gallon of the rate specified in section 4091(bX1).
For purposes of the preceding sentence, the term ‘commercial avia-
tion' means any use of an aircraft other than in noncommercial
aviation (as defined in section 4041(cX4)).
“(c) SALES TO PRODUCER.—Under regulations prescribed bf the Regulations.
Secretary, the tax imposed by section 4091 shall not apply to
aviation fuel sold to a producer of such fuel.

69-194 O - 94 - 18 : QL. 3 Part 1
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“SEC. 4083. DEFINITIONS.

“(a) AVIATION FUEL.—For purposes of this subpart, the term
‘aviation fuel’ means any liquid (other than any product taxable
under section 4081) which is suitable for use as a fuel in an

“(b) PRODUCER.—For purposes of this subpart—

“(1) CERTAIN PERSONS TREATED AS PRODUCERS.—

“(A) IN GENERAL.—The term ‘producer’ includes any
person described in subparagraph (B) and registered under
mtion 4101 with respect to the tax imposed by section

“(B) PERSONS DESCRIBED.—A person is described in
this subparagraph if such person is—

“i) a refiner, blender, or wholesale distributor of
aviation fuel, or
“ii) a dealer sel]ﬁ.’::f aviation fuel exclusively to

yroducers of aviation 3

(C) REDUCED RATE PURCHASERS TREATED AS PRODUC-
ERS.—Any person to whom aviation fuel is sold at a reduced
rate under this subpart shall be treated as the producer
of such fuel.

“(2) WHOLESALE DISTRIBUTOR.—For Furpoaes of paragraph
(1), the term ‘wholesale distributor’ includes any person w.
sells aviation fuel to roducers, retailers, or to users who pur-
chase in bulk quantities and accept delivery into bulk storage
tanks. Such term does not include any person who (excluding
the term ‘wholesale distributor’ from paragraph (1)) is a pro-
ducer or importer.”

(b) CrviL. PENALTY FOR USING REDUCED-RATE FUEL FOR TAX-
ABLE Usg, ETC.—

(1) IN GENERAL.—Part I of subchapter B of chapter 68
(relating to assessable penalties) is amended by adding at the
end thereof the following new section:

“SEC. 6714. DYED FUEL SOLD FOR USE OR USED IN TAXABLE USE,

ETC

“(a) IMPOSITION OF PENALTY.—If—

“(1) any d{led fuel is sold or held for sale by any person
for any use which such person knows or has reason to know
is not a nontaxable use of such fuel,

“(2) any dyed fuel is held for use or used by any person
for a use other than a nontaxable use and such person knew,
or had reason to know, that such fuel was so dyed, or

“(3) any person willfully alters, or attempts to alter, the
strength or composition of an{ dye or marking done pursuant
to section 4082 in any dyed fuel,

then such person shall pay a penalty in addition to the tax (if

any).
y%)%f’wmm“ﬂﬁ;u t ided in paragraph (2)
GENERAL.— as provi in 2
the amount of the penaltyl:mdergubsactmn (a) on each act

shall be the greater of—
“(A) $1,000, or

“(B) $10 for each gallon of the dyed fuel involved.

“(2) MULTIPLE VIOLATIONS.—In de i (t.%e mnallz

under subsection (a) on any person, parasragl

applied by increasing the amount in paragraph (1XA) by the
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product of such amount and the number of prior penalties

(if any) imposed by this section on such person (or a related

person or any predecessor of such person or related person).

“(c) DEFINITIONS.—For purposes of this section—

“(1) DYED FUEL.—The term ‘dyed fuel’ means any dyed
diesel fuel, whether or not the fuel was dyed pursuant to
section 4082.

“(2) NONTAXABLE USE.—The term ‘nontaxable use’ has the
meaning given such term by section 4082(b).

“(d) JOINT AND SEVERAL LIABILITY OF CERTAIN OFFICERS AND
EMPLOYEES.—If a penalty is imposed under this section on any
business entity, each officer, employee, or agent of such entity
who willfully participated in a.ng act E'ving rise to such penalty
:lhtnll”be jointly and severally liable with such entity for such pen-

y.

(2) CLERICAL AMENDMENT.—The table of sections for such
part I is amended by adding at the end thereof the following
new item:

“Sec. 6714. Dyed fuel sold for use or used in taxable use, etc.”
(c) REGISTERED VENDORS TO ADMINISTER CLAIMS FOR CERTAIN
REFUNDS OF DIESEL FUEL.—

(1) IN GENERAL.—Section 6427(1) (relating to nontaxable
uses of diesel fuel and aviation fuel) is amended by adding 26 USC 6427,
at the end the following new paragraph:

“(5) REGISTERED VENDORS TO ADMINISTER CLAIMS FOR
REFUND OF DIESEL FUEL SOLD TO FARMERS AND STATE AND
LOCAL GOVERNMENTS.—

“(A) IN GENERAL.—Paragraph (1) shall not apply to
diesel fuel used—

“({) on a farm for farming purposes (within the
meaning of section 6420(c)), or
“(ii) by a State or local government.

“(B) PAYMENT TO ULTIMATE, REGISTERED VENDOR.—The
amount whmh would (but for subparagraph (A)) have been
B:.Id under paragraph (1) with respect to any fuel shall

id to the ultimate vendor of fuel, if such vendor—
“(i) is registered under section 4101 and
“(ii) meets the requirements of subpa.ragraph (A),

(B), or (D) of section 6416(a)1).”

(2) SPECIAL REFUND RULES.—

(A) Subsection (i) of section 6427 is amended by adding
at the end thereof the following new paragraph:

“(5) SPECIAL RULE FOR VENDOR REFUNDS.—

“(A) IN GENERAL.—A claim may be filed under sub-
section (1X5) by any person with respect to fuel sold by
such person for »,nl{1 riod—

“(i) for which $200 or more is payable under sub-

section (1X5), and

“(ii) which is not less than 1 week.
Nomtﬂ;sd% mbmnunde.oam ﬂ)(maﬂl (3XB) shall
a T sentence.

pplz(B) TIME FOR FILING cl.l:m .—No claim filed under

this paragraph shall be allowed unless filed on or before
the last oftheﬁrstq'uarterfollowmgtheearhestquar-
ter incl in the claim.
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t.nk(JB) Pmdgtlll (1) of sectl;l?n 6(;?7((1:}”18 aane(rgued bﬁ
8 “provi in a , an an
mse in otherwise pmzi” in this subsection”.
aph (2) of section 6427(k) is amended by
“or (4% andmsertmg“(4), or (5)".
Parag‘rash ) of section 6427(i) is amended by
at the end the

ad reof the follo new subparagraph:

%%) TIME FOR FILING CLAIM.—] hPJ u.ngar

paragraph shall be allowed u.nless ﬁled on or before

the laat day of the first c;’ua.rter following the earliest quar-
ter incl in the claim

(d) TECHNICAL AND CONFORMING AMENDMENTS

(1) Sections 4101(a) and 4103 are each amended by striking

“4081” and inserting “4041(aX1), 4081,”.

(2) Sechon 4102 is amended b st;nkmg “gasoline” and
“any taxable fuel (as de in section 4083)”.
3) arag‘raph (1) of section 4041(a), as amended by sub-

chapter A, is amended to read as follows:

“(I)TAXONDIESELFUELINCKRTAINGAEES——
“(A) IN GENERAL.—There is hereby imposed a tax on
any liquid other than gasoline (as defined in section 4083)—
“(i) sold by any person to an owner, lessee, or
other operator of a diesel-powered highway vehicle,
a diese R&wered train, or a diesel-powered boat for
use as a lmsunhvehlcle,tram or boat, or
“(ii) used by any rson as a fuel in a diesel-
powered highway vel , a diesel-powered train, or
a diesel-powered boat unlesa there was a taxable sale
of such fuel under clause (i).
“(B) EXEMPTION FOR PREVIOUSLY TAXED FUEL.—No tax
shall be imposed by this paragraph on the sale or use

of any liquid if tax was im on such liquid under
section 1 and the tax n was not credited or
refunded.
“(C) RATE OF TAX.—
. “(1) IN Gmmr.l.l—goep:.e a:i_ t(.)hthegae provndgd
m paragrap rate of the imposed by
parﬁa uhallbetherateoftaxspeclﬁedm
section 1(a}2XA) on diesel fuel which is in effect
at the time of such sale or use.

“(ii) RATE OF TAX ON TRAINS.—In the case of any
sale for use, or use, of diesel fuel in a train, the
rate of tax im; by this paragraph shall be—

“I) 6.8 oents per gallon after September 30,

1993, and before October 1, 1995,

“1I) 5.55 cents per gallon after September 30,

1995, and before October 1, 1999, and

“(1T) 4.3 cents per gailon after September 30,

1999,

“(iii) RATE OF TAX ON CERTAIN BUSES.—

“I) IN GENERAL.—Except as provided in
subclause (II), in the case of fuel sold for use

or used in a use described in section 6427(b)(1)

(after the application of section 6427(b)3)),

rate of tax lmé;’.‘l’led by this paragraph shall be

7.3 cents per on (4.3 cents per gallon after

September 30, 1999).
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“II) SCHOOL BUS AND INTRACITY TRANSPOR-

TATION.—No tax shall be imposed by this para-

graph on any sale for use, or use, described in

subparagraph (B) or (C) of section 6427(b)2).
“(D) DIESEL FUEL USED IN MOTORBOATS.—In the case
salst; for use, or use, of fuel in a diesel-powered
mo

“(i) effective during the period after September Effective date.

30, 1999, and before January 1, 2000, t.herat.e of

tax mposed by this paragraph is 24.3 cents per gallon,

and
“Gi) the termination of the tax u.nner subsection Termination
(d) shall not occur before January 1, 2000.” date.
4) Pnrafaph (2) of sectlon 4041(a) is amended— 26 USC 4041.
y striking “or paragraph (1) of this subsection”,

(B)byntnhngthelaatsenteneaandmaerhngtha
"Thfoute- fl;“:gxmpsggsedb:thia h shall be the
e ra im y paragrap
rate of tax specified in section 4081(a)2)XA) on gasoline which
is in effect at the time of such sale or use.”
(5XA) Subparasragh (B) of section 4041(bX1) is nmended
by “paragraph (1)XB) or (2)XB)” and inserting “para-
graph (1 ) (2)(B) or (3XAXii)” and by inserting before the

(B) Sub ph (C) of section 4041(bX1) is amended by

re the period “ except that such term shall not,

for purposes of subsection (a)(l) include use in a diesel-powered
train”.

(C) Clause (i) of section 4041(bX2)XA) is amended by strik-
ing hway TrustFundﬁnanmng”

(6) Paragraph (1) of section 4041(c), as amended by subpart
A, is amended striking the next to the last sentence and
inserting the following new flush sentence:
“The rate of the tax imposed by this paragraph shall be the
rate of tax specified in section 4091(bX1) which is in effect
at the time of such sale or use.”

(7) Paragraph (2) of section 4041(c) is amended by stnkmg
“any product taxable under section 4081” and inserting “gaso-
lmagg?l’ l;ixw)ofsechn);mn} ded by adding

¢) is amen y a
at the end ;greof the following: “The termination under the
precadmgsenteneesha]lnotapplywsomuchofthetax
by paragraph (1) as does not exceed 4.3 cents per

(9) Subaechun (d) of section 4041 is amended
paragraph (2) and by redemgnatmg paragraphs (3 nnd (4
. (10 paragrnh‘ o ﬁZ()& f section 4&1((1) redesignated by
o , a8
pa?agmph is amended by striking “(other than
any product taxable under section 4081)” and inserting “(other
hne (as defined in section 4083))”.
( 1S Earasm ph (A) of section 4041(k)1) is amended—
y striking “Highway Trust Fund financing”, and
(B) striking “sections 4081(c) and 4091(c), as the
ﬂe and inserting “section 4081(c)”".
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(12) Subparagraph (B) of section 4041(kX1) is amended
by sl:ri.ki:g “4091(d)” and inserting “4091(c)”.

(13) Subparagraphs (A) and (B) of section 4041(m)1) are
amended to read as follows:

“(A) the rate of the tax imposed by subsection (a)2)
shall be—

“(@) 11.3 cents per gallon after September 30, 1993,
and before October 1, 1999, and
- “(ii) 4.3 cents per gallon after September 30, 1999,
an

“(B) the rate of the tax imposed by subsection (c)1)

be the comparable rate under section 4091(cX1).”

(14) Section 6206 is amended by striking “4041 or 4091”
and inserting “4041, 4081, or 4091”.

(15) The heading for subsection (f) of sectmn 6302 is
amended by inserting “AND DIESEL FUEL” after “G.

(16) Paragraph (1) of section 6412(a) is amended by s
“gasoline” each place it appears (including the heagmg
inserting “taxable fuel”.

(17XA) Subparagraph (A) of section 6416(a)4) is amended
{Jiy s‘!;riking “product” each place it appears and inserting “gaso-

ne”.

(B) Subparagraph (B) of section 6416(a)4) is amended—

(i) by striking “section 4092(bX2)” and inserting “sec-
tion 4093(bX2)”, an:

(ii) by striking all that follows “substituting” and
inserti gasoline taxable under section 4081’ for
‘aviation fuel’ therein).”

(18) The material following the first sentence of section
6416(b)2) is amended by inserting “any tax imposed under
section 4041(a)1) or 4081 on diesel fuel and” after “This para-
graph shall not apply in the case of”.

(19XA) Subparagraph (A) of section 6416(b)3) is amended
by striki ‘;gasohlt:le tax;ble under segclt:ion 3081 and other
than an taxable under section 4091” and inserting “
fuel taxsﬂ:la under section 4081 or 4091”. Gl

(B) Subparagraph (B) of section 6416(b)3) is amended by
striking “gasoline taxable under section 4081 or any fuel taxnhle
under aectaon 4091, such gasoline or fuel” and inserting “any
fuel taxable under section 4081 or 4091, such fuel”.

(20) Sections 6420(cX5) and 8421(e)(1) are each amended
by striking “section 4082(b)” and inserting “section 4083(a)”.

(21) Subsections (a) and (c) of section 6427 are each amend-
ed by striking “section 4041(a) or (c)” and inserting “paragraph
(2) or (3) of section 4041(a) or section 4041(c)".

(22) Subsection (c) of section 6421 is amended by adding
at the end thereof the following: “The sentence shall
aggly notwithstanding paragraphs (2)(5) and (3) of subsection

(23) Subparagraph (B) of section 6421(fX2) is amended
by inserting before the period “and, in the case of fuel
after September 30, 1995, atsomuchofﬂleratespemﬁed
in sectlon 4081(aX2)A) as does not exceed 4.3 cents J:oa

(24) Paragraph (3) of section 6421(f), as amended sub-
part A, is amended to read as follows:
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“(3) GASOLINE USED IN TRAINS.—In the case of line
used as a fuel in a train, this section shall not apply with
mm% the Leaking Unde d Sto Tank Trus

e ndergroun rage t

Fundﬁnanmng rate under section 4081, and

“B) muchoftheratespecl.ﬁedmaectmn
4081(8.)(2)(A) as does not exceed—
“(i) 6.8 cents per gallon after September 30, 1993,
and before October 1, 1995,
“(ii) 5.55 cents per %on after September 30, 1995,
and before October 1, 1
“(iii) 4.3 cents per gallon after September 30,

(25) Won (b) ?‘{f mof?;e 61427 is amend«;d(-i-) Gy 26 USC 6427.
striking ”in paragra insert-
“ﬁanyfueluﬂaerthangaso efined in section
4083{a)}" and
“(4],30?82! striking “4091” each place it appears and insert-
A) P 1) of section 6427(f) is amended by
0OTEDAY,

4091(dX1XA)” and
m )(A)" or and inserting “or

fo(B) Paragraph (2) of section 6427(f) is amended to read
as follows:
“(2) DEFINITIONS.—For purposes of paragraph (1)—
“(A) REGULAR TAX RATE.—The term ‘r%gu]ar tax rate’
means—

“(i) in the case of gasoline or diesel fuel, the aggre
gate rate of tax im by section 4081 detenmned

without regard to ion (c) thereof, and
“(u)mthecaseofamtionfuel the ate
rate of tax imposed b section 4091 determin. ut

to subsection (c) thereof.
“B) INCENTIVE TAX RATE.—The term ‘incentive tax
rate’ means—
“(i) in the case of gasoline or diesel fuel, the aggre-
gate rate of tax imposed by section 4081 with respect
to fuel described in subsection (cX2) thereof, and
“(ii) in the case of aviation fuel, theaggregate
rateoftax:mposedbysechon@lw:thmpectto
fuel described in subsection (cX2) thereof.”
(27) Subsection (h) of section 6427 is amended by striking
“section 4082(b)” and i “section 4083(a)2)”.
(28) Paragraph (3) of section 6427(i) is amended—
(A) by atnkmg “GASOHOL” in the heading and inserting
“ALCOHOL MIXTURE”, and
(B) by..stﬁking line used to roduee hol (as
in section c)(}_l)l):l in suh (A) and
“gasoline or diesel
vy P oy el sepe oo s 4031(:.-)(3))"
(29) Paragmph (1) of section 6427(j) is amended by
“section 4041” and inserting “sections 4041, 4081, and4091
(30) The heading of (4) of section 6427(3) is
amended by inserting “4081 OR ore “4091”".
(31) So much of subsection (1) of section 8427 as previously
amended t.lns part, as precedes paragraph (5) is amended

to read as fol
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“(1) NONTAXABLE USES OF DIESEL FUEL AND AVIATION FUEL.—
“1) IN GENERAL.—Except as otherwise provided in this
subeectmn and in subsection (k), if—
diesel fuel on which tax has been imposed
by sechnn 4541 or 4081, or
“(B) any aviation fuel on which tax has been imposed
by section 4091,
is used by any person in a nontaxable use, the Secre
shall pay (without interest) to the ultimate purchaser of s
fuel an amount equal to the aggregate amount of tax im;
onsuchfualundermchon«lﬁd:l 4081, or 4091, as the case

may be

“{2) NONTAXABLE USE.—For purposes of this subsection,
the term ‘nontaxable use’ means—

“(A) in the case of diesel fuel, any use which is exempt
from the tax imposed by section 4041(a)(1) other than
by reason of a prior imposition of tax, and

“B) in the case of aviation fuel, use which is
exempt from the tax imposed by section 4041(0)(1) other
than by reason of a prior imposition of tax.

“(3) REFUND OF CERTAIN TAXES ON FUEL USED IN DIESEL-
POWERED TRAINS.—For purposes of this subsection, the term
'i‘lﬁntaxable use’ Lileclucles fuel 1tmed l;n a tglmmwt:fd train.

e preceding sentence shall not apply with res

“(A) the Leaking Underground Storage Tank Trust
Fundﬁnanclngrateunderswtmmmﬂtlandmm and

“B) so much of the rate specified in section
4081(a)(2)XA) as does not exceed—

“(i) 6.8 cents per fﬁllon after September 30, 1993,

and“{ ??E?Scmr after September 30, 1995,

ii cents per T Sep r
and before October 1, 1 glélon
_“(iii) 4.3 cents mgal]on after September 30, 1999.
The sentence s not apply in the case of fuel
“ﬂ;e!(:ao(;‘r exclusive use by a State or any pohhcal subdivision

“(4) NO REFUND OF CERTAIN TAXES ON FUEL USED IN
COMMERCIAL AVIATION.—In the case of fuel used in commercial
aviation (as defined in section 4092(b)) (other than supplies
for vessels or aircraft within the meaning of section 4221(dX3))
Earagraph(l)ahallnotapp to so much of the tax im

4 onmtlh“}:em tﬁnlle d Storage Tank Trus
e rgroun; t

Fund financing rate imposed by such section, an
“(B) in the case of fuel purchased after September

30, 1995, somuchoftherateoftaxspecxﬁedmsmhon

4091(b)(1)asdoesnotexeead43mntsper allon.”

26 USC 9502. (32) Section 9502 is amended by adding at the end thereof
the following new subsection:
“(f) DEFINITION OF AIRPORT AND AIRWAY TRUST FUND FINANC-
ING RATE.—For purposes of this section—

“(1) IN GENERAL.— as otherwise provided in this
subsection, the Airport and ﬁrway Trust Fund financing rate
E——

‘(A)mthecaseofﬂ:eluaedmanmmraftmnon-

commercial aviation (as defined in section 4041(cX4)), 17.5
cents per gallon, and
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“(B) in the case of fuel used in an aircraft other than
in noncommercial aviation (as so defined), zero.

“2) ALCOHOL FUELS.—If the rate of tax on any fuel is
determined under section 4091(c), the Airport and Airway Trust
Fundﬁnancmgrateutheexcess(lf any) of the rate of tax
determined under section 4091(c) over 44 cents per gallon
(*% of 4.4 cents per on in the case of a rate of tax deter-
mined under section 4091(cX2)).

“3) TERMINATION.—Notwithstanding the p Iii‘un
gions of this subaectwn, the Airport and An'w Trust d
gepagtlnnlgwrgt’? is zero with respect to tax received after Decem-

r

(33) Paragraph (2) of section 9502(b) is amended b striking 26 USC 9502.
“(to the extent aftnbutable to the High Trust med financ-
ing rate and the deficit reduction rate)” and inserting “(to
the extent of 14 cents per gallon)”.

(34) Paragraph (lfef section 9503(b) is amended—

line),” in snbparagraph (E) and
nﬁ gasolmean diesel fuel), and”,
(B) triking subparagraph (F), and
(C) y redesignating aubparagraph (G) as subpara-

EMEA) Subparagraph (B) of section 9503(b)(4) is amended
by striking “, 4081, and 4091” and inse “and 4081” and
b “rates under such sections” inserting “rate”.
(B) Subparagraph (C) of sectxon 9503(bX4), as amended
bgogtibchapter A, is amended by striking “4091” "and inserting

(36) Par ph (5) of section 9503(b) is amended by striking
“ (E), and (F)” and i “and (E)”.
@37 Subparagmph (D) of dudaon 9503((:)(?08 n; amended

by stnkmg 4081, and 4091” an “and
(38) u&e:.mmph (D) of section 9503(c)4) is amended
by s tes under such sections” and inserting “rate”.
( 39) Subparagraph (B) of section 9503(c)5) is amended
“rate under such section” and i “rate”.
aragraph (2) of section 9503(e) is amended—
s , 4081, and 4091” and inserting “and
40817, ani

(B} by striking “, 4081, or 4091 and inserting “or

(41) Section 9503 is amended by adding at the end thereof
the following new subsection:
“(f) DEFINITION OF HIGHWAY TRUST FUND FINANCING RATE.—
For purposes of this section—
“(1) IN GENERAL.—Except as otherwise provided in this
subsect:ion,the ighway Trust Fund financing rate is—
case of gasoline and special motor fuela
11.5 wntu per gallon (14 cents per gallon after Septembe
30, 1995), and
“B) in the case of diesel fuel, 17.5 cents per gallon
(20 cents per gallon after Septemher 30, 1995).
“(2) CERTAIN USES.—
“(A) TRAINS.—In the case of fuel used in a train, the
Highway Trust Fund financing rate is zero.
“(B) CERTAIN BUSES.—In the case of diesel fuel used
in a use described in section 6427(bX1) (after the applica-
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26 USC 9508.

26 USC 4041
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tion of section 6427(b)3)), the Highway Trust Fund financ-
ing rate is 3 cents per gallon.

“(C) CERTAIN BOATS.—In the case of diesel fuel used
in a boat described in clause (iv) of section 6421(e}2)XB),
the Highway Trust Fund financing rate is zero.

“(D) COMPRESSED NATURAL GAS.—In the case of the
tax imposed by section 4041(a)X3), the Highway Trust Fund

ing rate is zero.

“(E) CERTAIN OTHER NONHIGHWAY USES.—In the case
of gasoline and special motor fuels used as described in

s Tt Bondl Sonstog tete ie 115 stts pee pollom:

way cing rate is cents per gallon;
and, in the case of diesel fuel used as described in sub-
section (cX6XD), the Highway Trust Fund financing rate
is 17.5 cents per gallon.

“(3) ALCOHOL FUELS.—

“(A) IN GENERAL.—If the rate of tax on any fuel is
determined under section 4041(bX2XA), 4041(k), or 4081(c),
the Highway Trust Fund financing rate is the excess Gf
any) of the rate so determined over—

“(i) 6.8 cents per fa]lon after September 30, 1993,

and before October 1, i

“(ii) 4.3 cents per gallon after September 30, 1999,
In the case of a rate of tax determined under section
4081(c), the preceding sentence shall be a tF]:uhed by increas-
ing the rates spem.ﬁed in clauses (i) and (ii) by 0.1 cent.

“(B) FUELS USED TO PRODUCE MIXTURES.—In the case
oflb a rate oltl‘ (‘t«:)x dh:tlllar];me'ned hu:ldel:y section ml(c)&),
subparagrap. 8 app substitu rates
which are 1% of the rates otherwise applicable under
clauses (i) and (ii) of subparagraph (A).

“(C) PARTIALLY EXEMPT METHANOL OR ETHANOL FUEL.—
I&til{m )ca'?: ofh:hrabe of tax Fg;t;rmmad under sect:lg
m), the Highway Trust financing rate is

excess (if any) of the rate so determined over—
“(i) 5.55 cents per gallon after September 30, 1993,
and before October 1, 1995, and
“(ii) 4.3 cents per gallon after Sept.ember 30, 1995
“(4) TERMINATION.—Notwithstandi precedmg
sions of this subsection, the Highway Fund ﬁnancmg
rate is zero with respect to taxes received in the Treasury
after June 30, 2000.”
(42) Subaection (b) of section 9508 is amended—
(A) by inserting “and diesel fuel” after “gasoline” in

h (2),
gy stnkmg “diesel fuel and” in paragraph (3), and
(C) by I:nkmg “4091” in the last aent.encep as added
?g’agu%ltleta;landf b “4{(:81’;&“ IIT of subchapter A
e e of su r 8 pter
of chapter 32 is amendefm striking the items relating to
subparts A and B and msert.mg the following new items:

“Subpart A. Gasoline and diesel fuel.
“Subpart B. Aviation fuel.”

(e) EFFECTIVE DATE.—The amendments made by this section

shall take effect on January 1, 1994.
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SEC. 13243, FLOOR STOCKS TAX. 26 USC 4081

(a) IN GENERAL.—There is hereby imposed a floor stocks tax il
on diesel fuel held by any person on January 1, 1994, if—

(1) no tax was imposed on such fuel under section 4041(a)
or 4091 of the Internal Revenue Code of 1986 as in effect
on December 31, 1993, and

(2) tax would have been imposed by section 4081 of such
Code, as amended by this Act, on any prior removal, entry,
or sale of such fuel had such section 4081 applied to such
fuel for periods before January 1, 1994.

(b) RATE OF TAX.—The rate of the tax imposed by subsection
(a) shall be the amount of tax which would be im under
section 4081 of the Internal Revenue Code of 1986 it there were
a taxable sale of such fuel on such date.

(c) LIABILITY AND PAYMENT OF TAX.—

(1) LIABILITY FOR TAX.—A person holding the diesel fuel
on January 1, 1994, to which the tax im by this section
applies shall be liable for such tax.

(2) METHOD OF PAYMENT.—The tax imposed by this section
shall be paid in such manner as the Secretary shall prescribe.

(3) FOR PAYMENT.—The tax imposed by this section
shall be paid on or before July 31, 1994.

(d) DEFINITIONS.—For purposes of this section—

(1) DIESEL FUEL.—The term “diesel fuel” has the meaning
given such term by section 4083(a) of such Code.

(2) SECRETARY.—The term “Secretary” means the Secretary
of the Treasury or his delegate.

(e) EXCEPTIONS.—

: (1) Pg:ast?hl;gs ENTITLED TO (ﬂ:EDrr l;nwmm.ﬁT;xe tax

imposed 8 section shall not app eld by any

person uJudvdy for any use to the extent a credit or refund
of the tax imposed by section 4081 is allowable for such use.

(2) COMPLIANCE WITH DYEING REQUIRED.—Paragraph (1)
shall not apply to the holder of any fuel if the holder of such
fuel fails to comply with any requirement im by the Sec-
retary with respect to dyeing and marking such fuel.

(f) OTHER LAwWS APPLICABLE.—AIl provisions of law, including
penalties, applicable with res to the taxes imposed by section
4081 of such Code shall, insofar as applicable and not inconsistent
with the provisions of this section, np]:ulgl with respect to the floor
stock taxes imposed by this section to the same extent as if such
taxes were imposed by such section 4081.

Subpart C—Other Provisions

SEC. 13244. INCREASED DEPOSITS INTO MASS TRANSIT ACCOUNT.

(a) IN GENERAL.—Paragraph (2) of section 9503(e) is amended 26 USC 9503.
by striking “1.5 cents” and inserting “2 cents”.

(b) EFFECTIVE DATE.—The amendment made by this section 26 USC 9503
shall apgly to amounts attributable to taxes imposed on or after "°'¢
October 1, 1995.

SEC. 13245. FLOOR STOCKS TAX ON COMMERCIAL AVIATION FUEL 26 USC 4091
HELD ON OCTOBER 1, 1885, note.

(a) IMPOSITION OF TAX.—In the case of commercial aviation
fuel on which tax was im: under section 4091 of the Internal
Revenue Code of 1986 before October 1, 1995, and which is held
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Regulations.

on such date by any person, there is hereby imposed a floor stocks
tax of 4.3 cents per gnflon.

(b) LIABILITY FOR TAX AND METHOD OF PAYMENT.—

(1) LIABILITY FOR TAX.—A person holding aviation fuel on
October 1, 1995, to which the tax imposed%y subsection (a)
applies shall be liable for such tax,

(2) METHOD OF PAYMENT.—The tax im by subsection
(a) shall be paid in such manner as the tary shall pre-
scribe.

(3) TIME FOR PAYMENT.—The tax imposed by subsection

(a) shall be paid on or before April 30, 1996.

(¢) DEFINITIONS.—For purposes of this subsection—

(1) HELD BY A PERSON.—Aviation fuel shall be considered
as “held by a person” if title thereto has m&ed to such person
(whether or not delivery to the person has been made).

(2) COMMERCIAL AVIATION FUEL.—The term “commercial
aviation fuel” means aviation fuel (as defined in section 4093
of such Code) which is held on October 1, 1995, for sale or
use in commercial aviation (as defined in section 4092(b) of
such Code).

(3) SECRETARY.—The term “Secretary” means the Secretary
of the Treasury or his delegate.

(d) EXCEPTION FOR EXEMPT USES.—The tax imposed by sub-
section (a) shall not apply to aviation fuel held by any person
exclusively for any use for which a credit or refund of entire
tax imposed by section 4091 of such Code is allowable for aviation
fuel purchased after September 30, 1995, for such use.

e) EXCEPTION FOR CERTAIN AMOUNTS OF FUEL.—

(1) IN GENERAL.—No tax shall be imposed by subsection
(a) on aviation fuel held on October 1, 1995, by any person
if the aggregate amount of commercial aviation fuel held by
such person on such date does not exceed 2,000 gallons. The
P ing sentence shall apply only if such person submits
to the tary (at the time and in the manner required
by the fS»au:ret:ary) st;c.tlllﬁ infnrmatiu;: as the Secretary shall
require for purposes of this paragraph.

(2) ExemMpT FUEL.—For purg;ses of aph (1), there
shall not be taken into account fuel held by any person which
is exempt from the tax imposed by subsection (a) by reason
of subsection (d).

(3) CONTROLLED GROUPS.—For purposes of this
subsection—

(A) CORPORATIONS.—

(i) IN GENERAL,—AIIl persons treated as a controlled
group shall be treated as 1 person.

ii) hggum'rﬁom GROUP.—The tem;e “eo:l::tmll%_i
group” meaning given to such term su
section (a) of section 1 of such Code; exoep{ that
for such purposes the phrase “more than 50 percent”
shall be substituted for the phrase “at least 80 percent”
each place it appears in suclf subsection.

(B) NONINCORPORATED PERSONS UNDER COMMON CON-
TROL.—Under regulations prescribed by the Secretary, prin-
ciples similar to the principles of subparagraph (A) shall
apply to a qu::ll]: of persons under common control where
1 or more of such persons is not a corporation.
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(f) OTHER LAW APPHGABIE—A]] rovisions of law, including
penaltlea plwable with g:_ct taxes imposed by section
sncl‘:l as applicable and not inconsistent
mththepmmonsoftilumhon,a ly with respect to the floor
stocktaxesmposedtgnubeechon a) to the same extent as if
such taxes were im by such section 4091.

PART V—-COMPLIANCE PROVISIONS

SEC. 13251. MODIFICATIONS TO SUBSTANTIAL UNDERSTATEMENT
PENALTY.

(a) REASONABLE Basis REQUIRED.—Clause (i) of section
6662(d)(2)(B) (relating to reduction for understatement due to l‘l:oo
tion of taxpayer or disclosed item) is amended to read as fo

“(ii) anir item if—
the relevant facts aﬁ‘ the item’s tax
treatment are adequately disc in the return
or in a statement attached to the return, and
“(I.I)tharemareasonablebamaforthetax
treatment of such item by the el

(b) EFFECTIVE DATE.—The amendment made by this section

shall apply to returns the due dates for which (detarmmed without
regard to extensions) are after December 31, 1993.

SEC. 13252. RETURNS RELATING TO THE CANCELLATION OF INDEBT-
EDNESS BY CERTAIN FINANCIAL ENTITIES.

(a) IN GENERAL. B of part III of subchapter A of
chapter 61 (relating to information con transactions with
other persons) is amended by adding at the end thereof the following
new section:

“SEC. 6050P. RETURNS RELATING TO THE CANCELLATION OF INDEBT-
EDNESS BY CERTAIN FINANCIAL ENTITIES.

“(a) IN GENERAL.—Any Ephcable financial entity which dis-
(in whole or in btedness of any person
?nycﬂetli;i.fr - mabkearet:um(atsuchbt;;n:etm?
orm as Secre regulatlons orth—
“(1) the name, address, y TDE of each person whose
indebtedness was discharged d nrmg such calendar year,
edn"(Z) the date oftha discharge and the amount of the indebt-
ess
“(3) such other mformahon as the Secretary may prescribe.
“(b) EXCEPTION.—Subsection (a) shall not apply to any discharge
of less than $600.
m“(c) DEFINITIONS AND SPECIAL RULES.—For purposes of this
on—
“(1) APPLICABLE FINANCIAL ENTITY.—The term ‘applicable
financial entity’ means—
“(A) any financial institution described in section 581
or 591(a) and any credit union,
“(B) the Federal Deposit Insurance Cor&:ﬁil:ion the
Resolution Trust Corporntmn, the National it Union
Administration, and ﬁo Federal executive
(as defined in section M), and any successor or subunit
of any of the foregoing, and
‘?(’ othereorporatmnwhmhuad:rectormdu’ect

suhmdmryofanentxtymfermdtomwh
but only if, by virtue of being affiliated wﬂg ant:lty,

107 STAT. 531

26 USC 6662.

26 USC 6662
note.



107 STAT. 532 PUBLIC LAW 103-66—AUG. 10, 1993

such other corporation is subject to supemsmn and exam-
ination by a Federal or State agency which regulates enti-
ties referred to in subparagraph (A).

“(2) GOVERNMENTAL UNITS.—In the case of an entity
described in paragraph (1XB), any return under this section
ahall be made by the officer or e ml]:loyae appropriately des-

ted for the se of making such return.

d} STATEMENTS To BE FURNISHED TO PERSONS WITH RESPECT
TO WHOM INFORMATION IS REQUIRED To BE FURNISHED.—Every
applicable financial entity required to make a return under sub-
section (a) shall furnish to each person whose name is requu‘ed
to be set forth in such return a written statement showing

“(1) the name and address of the entity requlred to make
such return, and

“2) the information required to be shown on the return
with respect to such person,

The written statement required under the Brecedm g sentence shall
be furnished to the person on or before January 31 of the year
following the calendar year for which the return under subsection
(a) was made.”

(b) PENALTIES.—
26 USC 6724. (1) Rn-rumm —Sub gﬁfﬁ:ﬁph (B) of section 6724(dX1) is
amended by inserting use (vii) the following new clause

(and by esl ating the following clauses accordingly)

“(viii) section 6050P (relating to retums nelat:ﬁ
to the c;moellatmn of indebtedness by certain finan
entities),”

(2) STATEL{ENTS —Paragraph (2) of section 6724(d) is
amended by red tmﬁ subparagraphs (P) through (S) as
subparagrapha (Q) through (T), respectively, and by inserting

sub; paragr h (O) the following new augparag'rap
P) aectlon 6050P(d) (relating to returns relatmg to
hﬂxe )caneellahon of indebtedness by certain financial enti-
es),”.
(c) CLERICAL AMENDMENT.—The table of sections for sub
B of part III ofsubchaﬁt:r A ofchapt.er 61 is amended by addi

at the end thereof the following new item:
“Sec. 6050P. Returns relating to the cancellation of indebtedness by certain
financial entities.
26 USC 6050P (d) EFFECTIVE DATE.—
HokR: (1) IN GENERAL.—Except as provided in paragraph (2), the
amendments made by this section shall apply to scharge

of indebtedness after Doeember 31, 1993.

(2) GOVERNMENTAL ENTITIES—In the case of an entity
referred to in section 6050P(c)(1XB) of the Internal Revenue
Code of 1986 (as added by this section), the amendments made

by this section shall a to dmcharges of indebtedness after
tge date of the enactmell)lt zf this Act.

PART VI-TREATMENT OF INTANGIBLES

SEC. 13261. AMORTIZATION OF GOODWILL AND CERTAIN OTHER
INTANGIBLES,

(a) GENERAL RULE.—Part VI of subchapter B of chapter 1
(relating to itemized deductions for individuals and corporations)
is amended by adding at the end thereof the following new section:



PUBLIC LAW 103-66—AUG. 10, 1993 107 STAT. 533

“SEC. 197. AMORTIZATION OF GOODWILL AND CERTAIN OTHER
INTANGIBLES,

‘(a) GENERAL RULE.—A taxpayer shall be entitled to an
amortization deduction with respect to any amortizable section
11:1'97 mtanmbmz le.th Th:dl amountedﬁ au&h deduction of'Shand be determined )

amortizing the adjus is (for purposes etermining gain
of such intangible ratably over the 15-year period beginning with
the month in which such intangible was acquired.

“(b) No OTHER DEPRECIATION OR AMORTIZATION DEDUCTION
ALLOWABLE.—Except as provided in subsection (a), no depreciation
or amortization deduction shall be allowable with respect to any
amortizable section 197 intangible.

X ‘;(:gh AMORTIZABLE SECTION 197 INTANGIBLE.—For purposes of
on—

“(1) IN GENERAL.— t as otherwise provided in this
section, the term ‘amortizable section 197 intangible’ means
A by the taxpayer after the date

w is acqui r r the
of the enactment of this section, and
“(B) which is held in connection with the conduct of
glgrade or business or an activity described in section

“(2) EXCLUSION OF SELF-CREATED INTANGIBLES, ETC.—The
term ‘amortizable section 197 intangible’ shall not include any
section 197 intangible—

“(A) which is not described in subparagraph (D), (E),
or (F) of subsection (d)X1), and
“(B) which is created by the taxpayer.

This paragraph shall not apply if the in ible is created

in connection with a transaction (or series of related trans-

actions) irnrolv.'h:sg‘%:l uisition of assets constituting a trade
or business or su ial portion thereof.

“(3) ANTI-CHURNING RULES.—

“For exclusion of in certain
- -y intangibles acquired transactions,

“(d) SECTION 197 INTANGIBLE.—For &W of this section—

“(1) IN GENERAL.—Except as otherwise provided in this
section, th‘&) term ‘;i'.‘lzlﬁon 197 intangible’ means—

goodwill,
“(B) going concern value,
“C) %?)y of tli? following intaqlgi:l:le “mmts -
workforce in_place uding its composition
and terms and conditions (contractual or otherwise)

of its em en
“(i1) g“mloym ti)ooks and records, operating systems,
or any other information base (including lists or other
inform:)ztion with respect to current or prospective cus-
“(iii) tent, copyright, formula, process,
i paatnuym.pakmwhow, format, or other l:'sir.'nilm-

Wit o by et g B
v 8] in ;
“(vi)aangyo&l;r similar item,
“(D) any license, permit, or other right granted by
:homfmmnm unit or an agency or instrumentality
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“(E) any covenant not to compete (or other arrangement
to the extent such arrangement substantially the same
effect as a covenant not to compete) entered into in connec-
tion with an acquisition (di or indirectly) of an interest
in a trade or business or substantial portion thereof, and

“(F) any franchise, trademark, or trade name.

“(2) CUSTOMER-BASED INTANGIBLE.—
“(A) IN GENERAL.—The term ‘customer-based intangi-
ble’ means—
“(i) composition of market,
“(ii) market share, and
“(iii) any other value resulting from future provi-
sion of goods or services pursuant to relationships

(contractual or otherwise) in the ordinary course of

business with customers.

“(B) SPECIAL RULE FOR FINANCIAL INSTITUTIONS.—In
the case of a financial institution, the term ‘customer-
based intangible’ includes deposit base and similar items.
“(3) SUPPLIER-BASED INTANGIBLE.—The term ‘supplier-

based intangible’ means any value resulting from future
acquigitions of goods or services pursuant to relationships
(contractual or otherwise) in the ordinary course of business
with suppliers of goods or services to be used or sold by the

taxpayer.
“(e) Exczmons.—qurpoaea of this section, the term ‘section
197 in ible’ shall not include any of the following:
1) FINANCIAL INTERESTS.—Any interest—
“(A) in a corporation, partnership, trust, or estate,

“(B) under an existing futures contract, foreign cur-
rency contract, notional principal contract, or other similar
financial contract.

“(2) LAND.—Any interest in land.

“(3) COMPUTER SOFTWARE.—

“(A) IN GENERAL. —

“(i) computer are which is readily available

for purchase by the general public, is subject to a

nonexclusive license, and has not been substantially

modified, and

“(ii) other computer software which is not acquired
in a transaction (or series of related transactions)
involving the m\:isition of assets constituting a trade
or business or tantial portion thereof.

“(B) COMPUTER SOFTWARE DEFINED.—For purposes of
o “"d“eﬁ"-"ﬁed‘”’ B e e T e e ey

rogram cause a computer a

gm:ﬁon.s tamshnllnoti‘r)mludeanydatabaaeor

similar item unless the data base or item is in the public
domain and is incidental to the operation of otherwise
qualifying computer software.

(4) AIN INTERESTS OR RIGHTS ACQUIRED SEPA-
RATELY.—Any of the following not mtful.red in a transaction
(or series of related transactions) involving the acquisition of
:hm:;;f constituting a trade business or substantial portion

ereof:

“(A) interest in a film, sound recording, video
tape, booléno{- similar property.

or
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“(B) Any right to receive tangible property or services
under a contract or ted by a governmental unit or
agency or instrumentality thereof.

‘%)Anyintereatinapahentoreop ight.

“(D) To the extent provided in tions, any right
under a contract (or granted by a governmental unit or
an agencz( or instrumentality thereof) if such right—

i) has a fixed duration of less than 15 years,

“ii) is fixed as to amount and, without regard
to this section, would be recoverable under a method
similar to the unit-of-production method.

“(5) INTERESTS UNDER LEASES AND DEBT INSTRUMENTS.—
Any intez(eiti under— . o a

an existing lease of tangible property, or
“(B) except as provided in subsection (dX2XB), any

existing indebtedness.

“(6) TREATMENT OF SPORTS FRANCHISES.—A franchise to
em in rofessionn‘ll football, basketball, baseball, or othe;
professional sport, and any item acquired in connection wit!
such a franchise.

“(7) MORTGAGE SERVICING.— right to service indebted-
ness which is secured by residential real property unless such
right is acquired in a transaction (or series of related trans-
actions) involving the acquisition of assets (other than rights
described in this paragraph) constituting a trade or business
or substantial portion thereof.

“(8) CERTAIN TRANSACTION COSTS.—Any fees for profes-
sional services, and any transaction costs, incurred by parties
to a transaction with respect to which any portion of the gain
or loss is not recognized under part III of subchapter C.

“(f) SPECIAL —

“(1) TREATMENT OF CERTAIN DISPOSITIONS, ETC.—

“(A) IN GENERAL.—If there is a disposition of any
amortizable section 197 intangible acquired in a transaction
or series of related transactions (or any such intangible
becomes worthless) and one or more other amortizable
section 197 intangibles acquired in such transaction or
series of “r{egated lotx;asnaactiog are retamedb— A

i) no shall be recognized by reason of s
disposition (or such worthlessness), and

“(ii) appropriate adjustments to the adjusted bases
of such retained intangibles shall be made for any
loss not recognized under clause (i).

“(B) SPECIAL RULE FOR COVENANTS NOT TO COMPETE.—
In the case of any section 197 intangible which is a cov-
enant not to compete (or other arrangement) described
in subsection (dX1XE), in no event shall such covenant
or other t be treated as disposed of (or becoming
worthless) before the disposition of the entire interest
described in such subsection in connection with which such
covenant (or other arrangement) was entered into.

“(C) SPECIAL RULE.—AIll persons treated as a single
taxpayer under section 41(1')(1?:11311 be so treated for pur-

of this paragraph.
2) TREATMENT OF CERTAIN TRANSFERS.—

or
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“(A) IN GENERAL.—In the case of any section 197 intan-
gible transferred in a transaction described in subpara-
?’“"'L;FM‘B” s gt ol g
or of app with res B8O
mung the adjusted basis in the hands of the transferee
as does not exceed the adjusted basis in the hands of
the transferor.

“(B) TRANSACTIONS COVERED.—The transactions
described in this subparagraph are—

“(i) any transaction described in section 332, 351,

361, 721, 731, 1031, or 1033, and

“(ii) any transaction between members of the same

affiliated group during any taxable year for which a

consolidated return is made by such group.

“(3) TREATMENT OF AMOUNTS PAID PURSUANT TO COVENANTS
NOT TO COMPETE, ETC.—Any amount paid or incurred pursuant
to a covenant or arrangement refi to in subsection (dX1XE)
shall be treated as an amount chargeable to capital account.

“(4) TREATMENT OF FRANCHISES, ETC.—

“(A) FRANCHISE.—The term ‘franchise’ has the meaning
given to such term by section 1253(b)1).

“(B) TREATMENT OF RENEWALS.—Any renewal of a fran-
chise, trademark, or trade name (or of a license, a permit,
or other right referred to in subsection (dX1XD)) shall

be treated as an acquisition. The p ing sentence shall
onl‘:{l apply with respect to costs in in connection
with such renewal.

“(C) CERTAIN AMOUNTS NOT TAKEN INTO ACCOUNT.—

Any amount to which section 1253(d)X1) applies shall not

be taken into account under this section.

“(5) TREATMENT OF CERTAIN REINSURANCE TRANSACTIONS.—
In the case of any amortizable section 197 intangible resulting
from an assumption reinsurance transaction, the amount taken
into account as the adjusted basis of such intangible under
this section shall be the excess of—

“(A) the amount paid or incurred by the acquirer under
the assumption reinsurance transaction, over
“(B) amount required to be capitalized under sec-
. tion 848(bi1)1 eohﬁnnecﬁ:n mtlh} such transaction. b
ubsection 8 not a to amount uired to
capitalized under section St&p ! s

“(6) TREATMENT OF CERTAIN SUBLEASES.—For purposes of
this section, a sublease shall be treated in the same manner
as a lease of the underlying property involved.

“(7) TREATMENT AS DEPRECIABLE.—For purposes of this
chapter, any amortizable section 197 intangible shall be treated
as property which is of a character subject to the allowance
for iation provided in section 167.

8) TREATMENT OF CERTAIN INCREMENTS IN VALUE.—This
section shall not apply to any increment in value if, without
regard to this section, such increment is properly taken into
account in determining the cost of property which is not a
section 197 intangible.

“(9) ANTI-CHURNING RULES.—For purposes of this section—

i g g eyt ek

e’ not i section in ible
which is described in suhpamg::gh (A) or (B) of subsection
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(dX1) (or for which depreciation or amortization would not
have been allowable but for this section) and which is

ired by the taxpayer after the date of the enactment
of this section, if—

“(i) the intangible was held or used at any time
on or after July 25, 1991, and on or before suc{ date
of enactment the taxpayer or a related person,

“(ii) the intangible was acquired from a person
who held such intangible at any time on or after July
25, 1991, and on or before such date of enactment,
and, as part of the transaction, the user of such intangi-
ble does not change, or

“(iii) the taxpayer grants the right to use such
intangible to a ‘I)erson (or a person related to such
person) who held or used such intangible at ﬂ time
on or after July 25, 1991, and on or before s date
of enactment.

For s of this subparagraph, the determination of
whether the user of property changes as part of a trans-
action shall be determined in accordance with regulations
prescribed by the Secretary. For of this subpara-
g;aph, deductions allowable un section 1253(d) shall
treated as deductions allowable for amortization.

) GtiiNarantapl Ch wonlit 1 apgky & an tathn
i) subparagrap! w not apply to an intan-
gible acquired by the taxpayer but for tﬁe last sentence

of subparagraph (CXi), and

“(1i) the person from whom the taxpayer acquired
the inta.ngible elects, notwithstanding any other provi-
sion of this title—

“(I) to recognize gain on the disposition of the
intangible,

“II) to pay a tax on such gain which, when
added to any other income tax on such gain under
this title, equals such gain multiplied by the high-
est rate of income tax applicable to such person
under this title,

then subparagraph (A) shall apply to the intangible
only to extent that the taxpayer’s adjusted basis
in the intangible exceeds the gain recognized under
clause (iiXI).

“C) itnmmn PERSON DEFINED.—For purposes of this

p o

“(i) RELATED PERSON.—A person (hereinafter in
this paragraph referred to as the ‘related person’) is
related to any n if—

“ related person bears a relationship
to such person specified in section 267(b) or section
707(bX1), or

“(II) the related person and such person are
engaged in trades or businesses under common
control (within the meaning of subparagraphs (A)

@ and (B) ot;f sect.ll'::ln:l(ﬂ{(lli)): - ion 267(H)
or p subclause (I), in applying section

or 7071;’:E)(1), ‘20 percent’ shall be substituted for ‘60

percent’.
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26 USC 167.

“(ii) TIME FOR MAKING DETERMINATION.—A n
shall be treated as related to another person if such
relationship exists immediately before or immediately
after the acquisition of the intangible involved.

‘(D) ACQUISITIONS BY REASON OF DEATH.—Subpara-
aph (A) shall not a plﬂ to the acquisition of any prope
in the h

the taxpayer if of the pro
of the yer is determined under section 1014(a).
“(E) IAL RULE FOR PARTNERSHIPS.—With respect

to increase in the basis of partnership property under
m:l%{l 732, 734, or 743, determinations under trlttlys para-
graph shall be made at the partner level and each partner
shaflbetreatedashavingownedandusedsuchpartnet’s
proportionate share of the partnership assets.

e “(F) ANTIIBA%UBE RULEacl—d.TEle term ‘amm'i;u-za]:nl;;'ir le aect%)ln
197 intangible’ does not include any section intangible
acquired in a transaction, one of the principal purposes
of which is to avoid the requirement of subsection (cX1)
that the intangible be acquired after the date of the enact-
ment of this section or to avoid the provisions of subpara-

h (A).

“(2) ﬁgmﬂons.—’l‘lm Secretary shall prescribe such regula-
ﬁonsasmaybeﬁgﬂmpﬁatetocarryoutthepurposesoftlﬁs
section, including such regulations as may be appropriate to prevent
avoidance of the purposes of this section through related persons
or otherwise.”

(b) MODIFICATIONS TO DEPRECIATION RULES.—

) TREATMENT OF CERTAIN PROPERTY EXCLUDED FROM SEC-

TION 197.—Section 167 (relating to depreciation deduction) is

amended by redesignating subsection (f) as subsection (g) and

by inserting after subsection (e) the following new subsection:

“(E;JWTREAMNT OF CERTAIN PROPERTY EXCLUDED FROM SEC-
TION 197.—

“(1) COMPUTER SOFTWARE.—

“(A) IN GENERAL.—If a depreciation deduction is allow-
able under subsection (a) with respect to any computer
software, such deduction shall be computed by using the
straight line method and a useful life of 36 months.

(B) COMPUTER SOFTWARE.—For pugoeea of this sec-
tion, the term ‘computer software’ has the ing given
to such term by section 197(e)(3)(B); except that such term
shall not include such software which is an amortizable
section 197 intangible.

“(2) CERTAIN INTERESTS OR RIGHTS ACQUIRED SEPA-
RATELY.—If a depreciation deduction is allowable under sub-
section (a) with res to any property described in subpara-
gaph (B), (C), or (D) of section 197(e)X4), such deduction shall

ooﬂputed in accordance with regulations prescribed by the
“3 }K{oamcm SERVICING RIGHTS.—If a depreciation deduc-
tion is allowable under subsection (a) with res; to any right
described in section 197(eX7), such deduction s be computed
by using the straight line method and a useful life of 108
months

(2) "ALLOCATION OF BASIS IN CASE OF LEASED PROPERTY.—
Subsection (c) of section 167 is amended to read as follows:
“(c) BASIS FOR DEPRECIATION.—
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“(1) IN GENERAL—The basis on which exhaustion, wear
and tear, and obsolescence are to be allowed in respect of
any property shall be the adjusted basis provided in section
1011, for the purpose of determining the gain on the sale
or other disposition of such property.

“(2) SPECIAL RULE FOR PROPERTY SUBJECT TO LEASE.—If
any propert{ is acquired subject to a lease—

“(A) no portion of adjusted basis shall be allocated
to the leasehold interest, and

“B) the entire adjusted basis shall be taken into
account in determining the depreciation deduction (if any)
with respect to the property subject to the lease.”

(c) AMENDMENTS TO SECTION 1253.—Subsection (d) of section
1253 is amended by striking paragraphs (2), (3), (4), and (5) and 26 USC 1253.
inserting the following:

“(2) OTHER PAYMENTS.—Any amount paid or incurred on
account of a transfer, sale, or other disposition of a franchise,
trademark, or trade name to which paragraph (1) does not
apply s be treated as an amount chargeable to capital
account.

“(3) RENEWALS, ETC.—For purposes of determining the term
of a transfer agreement under this section, there be taken
into account all renewal options (and any other period for
which the parties reasonably expect the agreement to be
renewed).”

(d) AMENDMENT TO SECTION 848.—Subsection (g) of section
848 is amended by striking “this section” and inserting “this section
or section 197",

(e) AMENDMENTS TO SECTION 1060.—

(1) Paragraph (1) of section 1060(b) is amended by striking

will or going concern value” and inserting “section 19

ibles”.
(2) Paragraph (1) of section 1060(d) is amended by striking
“goodwill or going concern value (or similar items)” and insert-
ing “section 197 intangibles”.
(f) TECHNICAL AND CONFORMING AMENDMENTS,—
(1) Subsection (g) of section 167 (as redesignated by sub-

section (b)) is amended to read as follows:
“(g) CROSS REFERENCES.—

“(1) For additional rule le to depreciation of improve-
ments in the case of mines, oil and wells, other natural deposi
and timber, see section 611. il "

“(2) For amortization of goodwill and certain other intangibles,
see section 197.”

(2) Subsection (f) of section 642 is amended by striking
“section 169” and inserting “sections 169 and 197",

(3) Subsection (a) of section 1016 is amended by striking
paragraph (19) and by redesignating the following paragraphs
a

4) gu graph (C) of section 1245(a)2) is amended b’y
striking “193, or 1253(d) (2) or (3)” and i.nserﬁni“or 193",

(5) Paragraph (3) of section 1245(a) is amended by striking
“section 185 or 1253(d) (2) or (3)".

(6) The table of sections for part VI of subchapter B of
chap;et:n} is amended by adding at the end thereof the following
new item:

“Sec. 197. Amortization of goodwill and certain other intangibles.”.

in
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26 USC 197 note. (g) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as otherwise provided in this sub-
section, the amendments made by this section shall apply with
r?_ﬁct Af:: property acquired after the date of the enactment
of this Act.

(2) ELECTION TO HAVE AMENDMENTS APPLY TO PROPERTY
ACQUIRED AFTER JULY 25, 1991.—
(A) IN GENERAL.—If an election under this paragraph
applies to the taxpayer—
(i) the amendments made by this section shall
;gpi]gg t({ property acquired by the taxpayer after July

(ii) subsection (cX1XA) of section 197 of the
Internal Revenue Code of 1986 (as added by this sec-
tion) (and so much of subsection (f(9)A) of such section
197 as precedes clause (i) thereof) shall be applied
with res to the taxpayer by treating July 25, 1991,
as the date of the enactment of such section, and

th(iii) in applying subsection (n(rgzl obf ﬁceh section,
with respect to any property acqui y the taxpayer
on or before the date ofr't;.ie enactment of this Act,
only holding or use on July 25, 1991, shall be taken
into account.
(B) ELECTION.—An election under this paragraph shall
be made at such time and in such manner as the Secre
of the Treasury or his delegate may prescribe. Such an
election by any taxpayer, once made—

(1) may be revoked only with the consent of the
Secretary, and

(ii) shall apply to the taxpayer making such elec-
tion and any other taxpayer under common control
with the taxpayer (within the meaning of subpara-
graphs (A) and (B) of section 41(fX1) of such Code)
at any time after August 2, 1993, and on or before
the date on which such election is made.

(3) ELECTIVE BINDING CONTRACT EXCEPTION.—
(A) IN GENERAL.—The amendments made by this sec-
tion ahallifnot apply to any acquisition of property by the

(i) such acquisition is pursuant to a written binding
contract in effect on the date of the enactment of
glis Act and at all times thereafter before such acquisi-

on,

(ii) an election under paragraph (2) does not apply
to the taxpayer, and

(iii) taxpayer makes an election under this
F aph with respect to such contract.

B) ELECTION.—An election under this paragraph shall
be made at such time and in such manner as the Secretary
of the Treasury or his delegate shall prescribe. Such an
election, once made—

(i) may be revoked only with the consent of the
Secretary, and

(ii) shall apply to all property lf‘uﬁ&"uirec:‘. pursuant
to the contract with respect to which such election
was made.
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SEC. 13262. TREATMENT OF CERTAIN PAYMENTS TO RETIRED OR
DECEASED PARTNER.

(a) SEcTION 736(b) NoT To APPLY IN CERTAIN CASES.—Sub-
section (b) of section 736 (relating to payments for interest in
partnership) 111 amended by adding at the end thereof the following 26 USC 736.

new para‘%'m
%MTA'I'ION ON APPLICATION OF PARAGRAPH (2).—Para-
graph (2) shall ap&ir only if— -
“(A) capital is not a material income-producing factor
for the partnership, and
“B) the ret.u'mg or deceased partner was a general
partner in the partnership.”
(b) LIMITATION ON DEFINITION OF UNREALIZED RECEIVABLES.—

(1) IN GENERAL.—Subsection (c) of section 751 (defining
unreahzed mewablee] is amended—

A) by stnkmg “sections 731 736, and 741” each place
they appear and inserting “ sections 731 and 741 (but
not for purposes of section 736)" and

(B) by striking “section 731, 736, or 741” each place

it appears and inserting “section 731 or 741”.

(2) TECHNICAL AMENDMENTS.—

(A) Subsection (e) of section 751 is amended by striki

“se;l:tiuns 731, 736, and 741" and inserting “sections 731

and 741",

(B) Section 736 is amended by striking subsection (c).
(c) EFFECTIVE DATE.— 26 USC 736 note.

(1) IN GENERAL.—The amendments made by this section
shall apply in the case of partners retiring or dying on or
after January 5, 1993.

(2) BINDING CONTRACT EXCEPTION.—The amendments made
by this section shall not apply to any partner retiring on or
after Jlgnuag 5, tlggihe if a ‘un-:i;tel:l:l contract to purchr:lae such
partner’s interest in partnership was binding on January
4, 1993, and at all times therea.fEer before such purchase.

PART VII—-MISCELLANEOUS PROVISIONS

SEC. 13271. DISALLOWANCE OF INTEREST ON CERTAIN OVERPAY-
MENTS OF TAX.

(a) GENERAL RULE.—Subsection (e) of section 6611 is amended
to read as follows:
“(e) DISALLOWANCE OF INTEREST ON CERTAIN OVERPAYMENTS,—
“(1) REFUNDS WITHIN 45 DAYS AFTER RETURN IS FILED.—
Ifanyovergayment of tax imposed by this title is refunded
within 45 after the last day prescribed for filing the
return of such tax (determined without regard to any extension
of time for filing the return) or, in the case of a return filed
after such last date, is refunded within 45 days after the
date the return is filed, no interest shall be allowed under
subsection (a) on such overpayment.
2) REFUNDS AFTER CLAIM FOR CREDIT OR REFUND.—If—
“(A) the taxpayer files a claim for a credit or refund
for ang overpayment of tax imposed by this title, and
“(B) such overpayment is refunded within 45 days after
such claim is filed,
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no interest shall be allowed on such overpayment from the
date the claim is filed until the day the refund is made.

“(8) IRS INITIATED ADJUSTMENTS.—If an adjustment initi-
ated by the Secretary, results in a refund or credit of an
overpayment, interest on such overpayment shall be computed
by subtracting 45 days from the number of days interest would
otherwise be allowed with respect to such overpayment.”

(b) EFFECTIVE DATES.—

(1) Paragraph (1) of section 6611(e) of the Internal Revenue
Code of 1986 (as amended by subsection (a)) shall apply in
the case of returns the due date for which (determined without
regard to extensions) is on or after January 1, 1994,

(2) Paragraph (2) of section 6611(e) of such Code (as so
amended) shall apply in the case of claims for credit or refund
of any overpayment gled on or after January 1, 1995, regardless
of the taxable period to which such refund relates.

(3) Paragraph (3) of section 6611(e) of such Code (as so
amended) shall apply in the case of any refund paid on or
after January 1, 1995, regardless of the taxable period to which
such refund relates.

SEC. 13272. DENIAL OF DEDUCTION RELATING TO TRAVEL EXPENSES,

(a) IN GENERAL.—Section 274(m) (relating to additional limita-

26 USC 274. tions on travel expenses) is amended by adding at the end thereof
the following new paragraph:

26 USC 274 note.

“(3) TRAVEL EXPENSES OF SPOUSE, DEPENDENT, OR OTH-
ERS.—No deduction shall be allowed under this chapter (other
than section 217) for travel expenses paid or incurred with
respect to a spouse, dependent, or other individual accompany-
ing the taxpayer (or an officer or employee of the taxpayer)
on business travel, unless—

“(A) the spouse, dependent, or other individual is an
employee of the yer,
“B) the travel of the spouse, dependent, or other
individual is for a bona fide business purpose, and
“(C) such expenses would otherwise be deductible by
the spouse, dependent, or other individual.”
(b) EFFECTIVE DATE.—The amendment made by this section

shall apply to amounts paid or incurred after December 31, 1993.
SEC. 13273. INCREASE IN WITHHOLDING FROM SUPPLEMENTAL WAGE

PAYMENTS,
If an employer elects under Treasury Regulation 31.3402

(g)-1 to determine the amount to be deducted and withheld from
any supplemental wage payment by using a flat percentage rate,
the rate to be used in de the amount to be so deducted
and withheld shall not be less than 28 percent. The preceding

sentence shall apply to payments made after December 31, 1993.
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Subchapter C—Empowerment Zones, Enterprise
Communities, Rural Development Investment Areas, Etc.

PART I-EMPOWERMENT ZONES, ENTERPRISE i SN
COMMUNITIES, AND RURAL DEVELOPMENT relations.
INVESTMENT AREAS

SEC. 13301. DESIGNATION AND TREATMENT OF EMPOWERMENT
ZONES, ENTERPRISE COMMUNITIES, AND RURAL DEVEL-
OPMENT INVESTMENT AREAS,

(a) IN GENERAL.—Chapter 1 (relating to normal taxes and
surtaxes) is amended by inserting after sul pter T the following
new subchapter:

“Subchapter U—Designation and Treatment of Empower-
ment Zones, Enterprise Communities, and Rural Develop-
ment Investment Areas

“Part I. Designation.

“Part II. Tax-exempt facility bonds for empowerment zones and enterprise
communities,

“Part III. Additional incentives for empowerment zones.

“Part IV. Regulations.

“PART I—DESIGNATION
I 11 D e
“Sec. 1393. itions and special rules.

“SEC. 1391. DESIGNATION PROCEDURE.

“(a) IN GENERAL.—From among the areas nominated for des-
ignation under this section, the appropriate Secretaries may des-
ignate enblrowerment zones and enterprise communities.

“(b) NUMBER OF DESIGNATIONS.—

“(1) ENTERPRISE COMMUNITIES.—The appropriate Secretar-
ies may designate in the aggregate 95 nominated areas as
enterprise communities under this section, subject to the avail-
ability of eligible nominated areas. Of that number, not more
than 65 be designated in urban areas and not more than
30 mng be designated in rural areas.

“(2) EMPOWERMENT ZONES.—The appropriate Secretaries
may designate in the gate 9 nominated areas as
empowerment zones under section, subject to the availabil-
ity of eligible nominated areas. Of that number, not more
than 6 be designated in urban areas and not more than
3 ma&sbe :;:‘ifna in rural areas. If 6 empowerment zones
are ignated in urban areas, no less than 1 shall be des-
ignated in an urban area the most populous city of which
has a population of 500,000 or less and no less than 1 shall
be a nominated area which includes areas in 2 States and
which has a population of 50,000 or less. The Secretary of
Housing and Urban Development shall designate empowerment
mnesloeatedinurbanareasinsuchamamerthattheag&-

te population of all such zones does not exceed 750,000.
§(‘::) PERIOD DESIGNATIONS MAY BE MADE.—A designation may
be made under this section only after 1993 and before 1996.
“(d) PERIOD FOR WHICH DESIGNATION IS IN EFFECT.—
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“(1) IN GENERAL.—Any designation under this section shall
remain in effect du.rhgnthe period beginning on the date of
the designation and e F on the earliest of— I

“(A) the close of the 10th calendar year beginning
on or after such date of designation,

“(B) the termination date designated by the State and
local governments as provided for in their nomination,

T

= “(Ciithe date the appropriate Secretary revokes the

on,

“2) ATION OF DESIGNATION.—The appropriate Sec-
retary may revoke the designation under this section of an
area if such Secretary determines that the local government
or the State in which it is located—

“Eg,’;haamodiﬁedthebou‘t:gatri:sofﬂleartc‘a:,or Gl th
“(B) is not complying substantially with, or fai
makeprogmssinacimﬁngthebenchmarkssetforthin.
the strategic plan under subsection (£(2).
“(e) LIMITATIONS ON DESIGNATIONS.—No area may be des-

ignated under subsection (a) unless—

(a) unless the application for such

“(1) the area is nominated by 1 or more local governments
and the State or States in which it is located for designation
under this section,

“(2) such State or States and the local governments have
the authority—

“(A) to nominate the area for designation under this
section, and
“(B) to provide the assurances described in paragraph

(3),

“(3) such State or States and the local governments provide
written assurances satisfactory to the appropriate Secretary
that the strategic plan described in the application under sub-
D) (e et ks B o it that asy bt

a priate ry determines that any informa-
tion furmshetr E‘;easonably accurate, and

“(6) such State or States and local governments certify
that no portion of the area nominated is already included
in an empowerment zone or in an enterprise community or
in an area otherwise nominated to be designated under this
section.

“(f) APPLICATION.—No area be designated under subsection
mgaignaﬁon—

“(1) demonstrates that the nominated area satisfies the
e]igi{:{ii]’i)ty ?l'iteria d:g::ibe!iinlaec};ion 1392, &

includes a tegic plan for accomplishing the purposes

of this subchapter that— 5 .

“(A) describes the coordinated economic, h
community, and physical development plan and rela
activities rnposodp for the nominated area,

_ty“‘{B) ﬁm'bestheprgceat;ebywhiehﬂ;.i‘aﬁ'mdpomﬂ;&
nity is a partner in rocess of developing
implementing the plan and extent to which local
institutions and organizations have contributed to the plan-

ning process,

‘FC) identifies the amount of State, local, and private
resources that will be available in the nominated area
and the private/public partnerships to be used, which may
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include participation by, and cooperation with, universities,
medical centers, and other private and public entities

“(D) identifies the fund.‘l.’ng requested under any Federal
program in sup of the proposed economic, human,
cocg}n;tt;nity, and physical development and related
activities, :

“(E) idealtiﬁes baaeli?es, mqthodn,tam! bemrks hi’{:lr
measuring the success of carrying out the s ¢ plan,
including the extent to which poor persons and families
wilt{ be empowered to become economically self-sufficient,
an

“(F) does not include any action to assist any establish-
ment in relocating from one area outside the nominated
them to the nommaf ted area,hexcept that asmstanthm ce ti]';)r

expansion of an existing business entity e
eatahmm of a new branch, affiliate, or suhmgfal.lty is
permi —

“(i) the establishment of the new branch, affiliate,
or subsidiary will not result in a decrease in employ-

ment in the area of origi location or in any other
area where the existing business entity conducts busi-
ness operations,

“Gi) there is no reason to believe that the new
branch, affiliate, or subsidiary is being established with
the intention of closing down the rations of the
existing business entity in the area of its original loca-
tion or in any other area where the existing business
entity conducts business operation, and

“3) includes such other information as may be required
by the appropriate Secretary.

“SEC. 1392. ELIGIBILITY CRITERIA.

“(a) IN GENERAL.—A nominated area shall be eligible for des-

ignation under section 1391 only if it meets the following criteria:

“(1) PoPULATION.—The nominated area has a maximum
population of—

“(A) in the case of an urban area, the lesser of—

“(i) 200,000, or

“(ii) the greater of 50,000 or 10 percent of the
population of the most populous city located within
the nominated area, and

“(B) in the case of a rural area, 30,000.

“(2) DisTRESS.—The nominated area is one of pervasive
povertg. unemplo t, and general distress.
. )Slzs.—‘l'genomina area—

“(A) does not exceed 20 square miles if an urban area
or 1,000 square miles if a rural area,

“(B) has a boundary which is continuous, or, except
in the case of a rural area located in more than 1 State,
consists of not more than 3 noncontiguous parcels,

of an urban area, is located entirely

within no more than 2 contiguous States, and
i) i of a rural area, is located entirely

within no more than 3 contiguous States, and
“(D) does not include anugegort.ion of a central business
district (as such term is for purposes of the most
recent Census of Retail Trade) ess the poverty rate

3
=
=
¥
:
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for each ulation census tract in such district is not
less than 35 percent (30 percent in the case of an enterprise
community).

“(4) POVERTY RATE.—The poverty rate—

“(A) for each population census tract within the nomi-
nated area is not less than 20 percent,

“(B) for at least 90 percent of the population census
tracts within the nominated area is not less than 25 per-
cent, and

“C) for at least 50 percent of the population census
tracts within the nominated area is not less than 35

gereent.
“(b) SPECIAL RULES RELATING TO DETERMINATION OF POVERTY

RATE.—For purposes of subsection (a)(4)—

“(1) TREATMENT OF CENSUS TRACTS WITH SMALL POPU-
LATIONS.—
“(A) TRACTS WITH NO POPULATION.—In the case of a
population census tract with no population—
“(i) such tract shall be treated as having a poverty
rate which meets the requirements of subparagraphs
(A) and (B) of subsection (a)(4), but
“(ii) such tract shall be treated as having a zero
Foverty rate for purposes of applying subparagraph

“B) Tnams WITH POPULATIONS OF LESS THAN 2,000.—

A population census tract with a population of less than

2,000 shall be treated as having a poverty rate which

meets the requirements of subparagraphs (X) and (B) of

subsection (a)4) if more than 75 percent of such tract
is zoned for commercial or industrial use.

“(2) DISCRETION TO ADJUST REQUIREMENTS FOR ENTERPRISE
GOMMUNITIEsb] - de;l_gll;.a tt;let.ermnmg t;v:rh},vether a mmtwag area is
e e for on as an enterprise community, the appro-
pllfl%lteSecmtarymay where necessary to carry out the purposes
of this subchapter, reduce by 5 percentage points one of the
following \ds for not more than 10 percent of the popu-
lation census tracts (or, if fewer, 5 population census tracts)
in the nominated area:

“(A) The 20 percent threshold in subsection (a)}(4)A).

“(B) The 25 percent threshold in subsection (a)}4XB).

“C) The 35 t threshold in subsection (a)}4)C).

If the propriate tary elects to reduce the threshold
aragraph (C), such Secretary may (in lieu of applying
recesmg sentence) reduce by 10 percen points the
t.hreshold under subparagraph (C) for 3 tion census

“(3) EACH NONCONTIGUOUS AREA MUST SATISFY POVERTY
RATE RULE.—A nominated area may not include a noncontig-
uous parcel unless such _separately meets (subject to
E)aragmpha (1) and (2)) criteria set forth in subsection

“(4) AREAS NOT WITHIN CENSUS TRACTS.—In the case of
an area which is not tracted for ulation census tracts, the
equivalent county divisions (as tﬁwd by the Bureau of the
Census for pu.lxses of defining poverty areas) shall be used
for purposes of determining poverty rates.
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“(c) FACTORS To CONSIDER.—From among the nominated areas
eligible for designation under section 1391 by the appropriate Sec-
retary, such appropriate Secretary shall make designations of
empowerment zones and enterprise communities on the basis of—

“(1) the effectiveness of the strategic plan submitted pursu-
ant to section 1391(fX2) and the assurances made pursuant
to section 1391(e)3), and

“(2) criteria specified by the appropriate Secretary.

“SEC. 1383. DEFINITIONS AND SPECIAL RULES.,

“(a) IN GENERAL.—For purposes of this subchapter—
“(1) APPROPRIATE SECRETARY.—The term ‘appropriate Sec-
retary’ means—

“(A) the Secretary of Housing and Urban Development
in the case of any nominated area which is located in
an urban area, and

“(B)theéemta:yongﬁcultuminthecase of any
nominated area which is located in a rural area.

“(2) RURAL AREA.—The term ‘rural area’ means any area
which is—

“(A) outside of a metropolitan statistical area (within
the meaning of section 143(k)X2XB)), or

“(B) determined by the Secretary of Agriculture, after
consultation with the tary of Commerce, to be a rural

area.

“(3) URBAN AREA.—The term ‘urban area’ means an area
which is not a rural area.

“(4) SPECIAL RULES FOR INDIAN RESERVATIONS.—

“(A) IN GENERAL.—No empowerment zone or enter-
prise community may include any area within an Indian
reservation.

“(B) INDIAN RESERVATION DEFINED.—The term ‘Indian
zl-gox_-;%t)ion’ has the meaning given such term by section
“5) LOCAL GOVERNMENT.—The term ‘local government’

- “(A) ty, city, town, township, parish, village
any county, city, " ) s
or &)ther general purpose political subdivisg)n of a State,

an

“(B) any combination of political subdivisions described
in subparagraph (A) recognized by the appropriate

“(6) NOMINATED AREA.—The term ‘nominated area’ means
an area which is nominated by 1 or more local governments
and the State or States in which it is located for designation
under section 1391.

“(7) GOVERNMENTS.—If more than 1 State or local govern-
ment seeks to nominate an area under this part, any reference
to, or requirement of, this subchapter sha.li apply to all such

governments.

“(8) SPECIAL RULE.—An area shall be treated as nominated
by a State and a local government if it is nominated by an
economic development corporation chartered by the State.

“(9) USE OF CENSUS DATA.—Population and poverty rate
sb:llﬂall)jdetemﬁnedbythemostmeentdecennialeemusdata
av e.
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“(b) EMPOWERMENT ZONE; ENTERPRISE COMMUNITY.—For pur-
poses of this title, the terms ‘empowerment zone’ and ‘enterprise
community’ mean areas designated as such under section 1391.

“PART II-TAX-EXEMPT FACILITY BONDS FOR
EMPOWERMENT ZONES AND ENTERPRISE
COMMUNITIES

“Sec. 1394. Tax-exempt enterprise zone facility bonds.
“SEC. 1394. TAX-EXEMPT ENTERPRISE ZONE FACILITY BONDS.

“(a) IN GENERAL.—For purposes of part IV of subchapter B
of this chapter (relating to tax exemption requirements for State
and local bonds), the term ‘exempt facility bond’ includes any bond
issued as of an issue 956 t or more of the net proceeds
(as defined in section 150(a)3)) of which are to be used to provide
any enterprise zone facility.

“(b) RPRISE ZONE FACILITY.—For purposes of this section—

“(1) IN GENERAL.—The term ‘enterprise zone facility’ means
any qualified zone property the pﬁnciga.l user of which is
an enterprise zone business, and any land which is functionally
related and subordinate to such proper%

“(2) QUALIFIED ZONE PROPERTY.—The term ‘qualified zone
property’ the meaning given such term by section 1397C;
except that the references to empowerment zones shall be treat-
ed as including references to enterprise communities.

“(3) ENTERPRISE ZONE BUSINESS.—The term ‘enterprise
zone business’ has the meaning given to such term by section
1397B, except that—

“(A) references to empowerment zones shall be treated
as including references to enterprise communities, and

“(B) such term includes any trades or businesses which
would qualify as an enterprise zone business (determined
after the modification of subparagraph (A)) if such trades
or businesses were separately incorporated.

“(c) LIMITATION ON AMOUNT OF BONDS.—

“(1) IN GENERAL.—Subsection (a) shall not apply to any
issue if the amate amount of outstanding enterprise zone
fad]igy bonds ble to any person (taking into account such
issue) ex:

“(A) $3,000,000 with respect to any 1 empowerment
zone or enterprise community, or

“B) $20,000,000 with respect to all empowerment
zones and enterprise communities.

“(%) AGGREGATEf Txpmszphzcig memm BOND BENE-
FIT.—For purposes of subparagra A a gate amount
of outs ing enterprise zone facility bonds g£Lg.l|]:nl:ab1«ee to any
person shall be determined under rules similar to the rules
of section 144(a)(10), taking into account only bonds to which
subsection (a) applies.

“(d) AcQUISITION OF LAND AND EXISTING PROPERTY PER-
MITTED.—The requirements of sections 147(cX1XA) and 147(d) shall
not ?pl to any bond described in subsection (a).

e) f’ENALw FOR CEASING TO MEET REQUIREMENTS.—

“(1) FAILURES CORRECTED.—An issue which fails to meet
1 or more of the requirements of subsections (a) and (b) shall
be treated as meeting such requirements if—
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“(A) the issuer and any principal user in good faith
attempted to meet such requirements, and

“(ﬁ) any failure to meet such requirements is corrected
within a reasonable period after such failure is first
discovered.

“(2) Loss OF DEDUCTIONS WHERE FACILITY CEASES TO BE
QUALIFIED.—No dedurtion shall be allowed under this chapter
for interest on any financing provided from any bond to which
subsection (a) applies with ngect to an{’efaclh ty to the extent
such interest accrues du.rinimhe period inning on the first
day of the calendar year which includes the date on which—

“(A) substantially all of the facility with respect to
which the financing was provided ceases to be used in
an em rment zone or enterprise community, or

“B) the princi user of such facility ceases to be

an enterprise zone business (as defined in subsection (b)).

“(3) EXCEPTION IF ZONE CEASES.—Paragraphs (1) and (2)
shall not apply solely by reason of the termination or revocation
of a designation as an empowerment zone or an enterprise
community. ,

“(4) EXCEPTION FOR BANKRUPTCY.—Paragraphs (1) and (2)
shall not apply to any cessation resulting from bankruptcy.

“PART III—ADDITIONAL INCENTIVES FOP
EMPOWERMENT ZONES

“SUBPART A. Empowerment zone employment credit.
“SuBPART C. General provisions.

“Subpart A—Empowerment Zone Employment
Credit

“Sec. 1396. Empowerment zone employment credit.
“Sec. 1397. Other definitions and special rules.

“SEC. 1386. EMPOWERMENT ZONE EMPLOYMENT CREDIT.

“(a) AMOUNT OF CREDIT.—For purposes of section 38, the
amount of the empowerment zone employment credit determined
under tht.li: sectli;mb\ivith reapet:;e tofatllllg‘; em ioad for any taxablg

ar is applicable percen 0 q zone wages pai
g: incurred during the calendar year which ends with or within
such taxable year. '

“(b) APPLICABLE PERCENTAGE.—For purposes of this section
the term ‘applicable percentage’ means the percentage determined
in accordance with the following table:

“In the case of wages paid or The applicable
incurred d calendar year: percentage is:
1994 thm 2001 20
2002 16
2003 10
2004 5
“(c) gummn ZONE WAGES.—

(1) IN GENERAL.—For purposes of this section, the term
‘qualified zone wages’ means any wages paid or incurred by
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an employer for services performed by an employee while such
emplogee is a qualified zone employee.

“(2) ONLY FIRST $15,000 OF WAGES PER YEAR TAKEN INTO
ACCOUNT.—With to each qualified zone employee, the
amount of qualified zone w which be taken into
account for a calendar year not exceed $15,000.

“(8) COORDINATION WITH TARGETED JOBS CREDIT.—

“(A) IN GENERAL.—The term ‘qualified zone wages’
shall not include wages taken into account in determining
the credit under section 51.

“(B) COORDINATION WITH PARAGRAPH (2).—The $15,000
amount in paragraph (2) shall be reduced for any calendar
year by the amount of wages paid or incurred during such
year which are taken into account in determining the credit
under section 51.

“(d) QUALIFIED ZONE EMPLOYEE.—For purposes of this section—

“(1) IN GENERAL.—Except as otherwise provided in this
aubaectxto::, the xﬁn ‘quaJJ.Eed' . zontg employee’ ﬁaans, with
res any , any em of an employer if—

i “(A) sggstantlal y n]r om services performed during
such period by such employee for such employer are per-
formed within an empowerment zone in a trade or business
of the employer, and

“B) the principal place of abode of such employee
while performing such services is within such
empowerment zone.

“(2) CERTAIN INDIVIDUALS NOT ELIGIBLE.—The term ‘quali-
fied zone employee’ shall not include—

“(A) any individual described in subparagraph (A), (B),
or (C) of section 51(iX1),

“(B) any b5-percent owner (as defined in section
416(i)}(1XB)),

“(9(‘})) any individual employed by the employer for less

ys,

“D) any individual employed by the employer at any
facility described in section 144(c)X6)B), and

“é) any individual employed by the employer in a
trade or business the principal activity of which is i
(within the meaning of subp ph (A) or (B) of section
2032A(e)5)), but only if, as of the close of the taxable
year, the sum of—

“i) the gate unadjusted bases (or, if greater,
the fair market value) of the assets owned by the
zﬁﬂ:loyer which are used in such a trade or business,

“(ii) the gate value of assets leased by the

employer which are used in such a trade or business

(as det.en)nined under regulations prescribed by the
exceeds $§3€0h0.

“(3) SPECIAL RULES RELATED TO TERMINATION OF EMPLOY-

u"_“w IN GENERAL.—Paragraph (2XC) shall not apply
“(i) a termination of employment of an individual

who before the close of the period referred to in para-
graph (2XC) becomes disabled to perform the services
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of such employment unlese such disability is removed
before the close of such period and the taxpayer fails
to offer reemployment to such individual, or
“(ii) a termination of employment of an individual
if it is determined under the applicable State
unemployment compensation law that the termination
was due to the misconduct of such individual.
“(B) CHANGES IN FORM OF BUSINESS.—For purposes
of paragraph (2XC), the employment relationship between
%e andanemp&yeeaha]lnotbetreatedas

“(i) by a transaction to which section 381(a) applies
if the employee continues to be employed by the acquir-
ing corporation, or

“(i1) by reason of a mere change in the form of
conducting the trade or business of the taxpayer if
the employee continues to be employed in such trade
or business and the taxpayer retains a substantial
interest in such trade or business.

“SEC. 1397. OTHER DEFINITIONS AND SPECIAL RULES,

“(a) WAGES.—For purposes of this subpart—

“(1) IN GENERAL.—The term ‘wages’ has the same meaning
as when used in section 51.

“(2) CERTAIN TRAINING AND EDUCATIONAL BENEFITS.—

“(A) IN GENERAL.—The following amounts shall be
treated as wages paid to an employee:

“(i) Any amount paid or incurred by an employer
which is excludable from the gross income of an
employee under section 127, but only to the extent
paidorincunedtoapemonnotrelatedtothe
employer.

“(ii) In the case of an employee who has not
attained the age of 19, any amount paid or incurred
by an employer for any youth training program oper-
ated by such employer in conjunction with local edu-
cation officials.

“(B) RELATED PERSON,—A person ia related to any other
person if the person bears a relationship to such other
person apec;ﬁad in section 267(b) or 707(b)(1), or such
gersonan such other person are e in trades or

usinesses under common control (wi the meaning of
subsections (a) and (b) of section 52). For purposes of the
preceding sentence, in app section 267(b) or 707(bX1),

‘10 percent’ shall be substituted for ‘50 Fereent’

“(b) CONTROLLED GROUPS.—For purposes of this subpart—

“(1) all employers treated as a single employer under sub-
section (a) or (b) of section 52 shall be treated as a single
employer for purposes of this subpart, and

“(2) the credlt (if any) determined under section 1396 with
respect to each such employer shall be its proportionate share
of the wages giving rise to such credit.

“(c) CERTAIN OTHER RULES MADE APPLICABLE.—For purposes
of this subpart, rules similar to the rules of section 51(k) and
subsections (c¢), (d), and (e) of section 52 shall apply.

60-194 O - 94 - 19 : QL 3 Part 1
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“Subpart B—Additional Expensing

“Sec. 1397A. Increase in expensing under section 179.
“SEC. 1397A. INCREASE IN EXPENSING UNDER SECTION 178.

“(a) GENERAL RULE.—In the case of an enterprise zone business,

for purposes of section 179—
“(1) the limitation under section 179(b)1) shall be increased
by the lesser of—
“(A) $20,000, or
“(B) the cost of section 179 property which is qualified
zor:le property placed in service during the taxable year,
an
th“(2) m amount taken i.ntt]). 7a§oeount under l'?xec‘]::lhon 179(b)(023
with res to section roperty which is qualifi
zone pertysha?lnzeBOpereento the cost thereof.

“(b) ET.I?CAPI‘UIIE.—RUJM similar to the rules under section
179(dX10) shall apply with respect to any qualified zone property
whii:lll)cep.ses to be used in an empowerment zone by an enterprise
zone business.

“Subpart C—General Provisions

“Sec. 1397B. Enterprise zone business defined.
“Sec. 1397C. Qualified zone property defined.

“SEC. 1307B. ENTERPRISE ZONE BUSINESS DEFINED.

“(a) IN GENERAL.—For purposes of this part, the term ‘enter-
prise zone busi " means— :

“(1) any qualified business entity, and

“(2) any qualified proprietorship.

“(b) QUALIFIED BUSINESS E,lim'l'l'l'm'.—l"‘or purposes of this section,
the btarml ‘qualified business - entity’ mmeml;n wilij;_hfmpec‘tuch to any
taxable , an ion or partn ip if for s year—

*1) ever; m business of su.chpentity is the active
conduct of a qualified business within an empowerment zone,

“(2) at least 80 percent of the total gross income of such
ent:iz is derived from the active conduct of such business,

3) substantially all of the use of the tangible property
of such entity (whether owned or leased) is within an
empowerment zone,

“(4) substantially all of the in ible property of such
entity is used in, and exclusively related to, active conduct
of any such business

5) substantially all of the services performed for such
entity by its employees are performed in an empowerment

zone
%@) at least 35 percent of its employees are residents
of an empowerment zone,

“(7) less than 6 t of the average of the te
unadjusted bases of mperty of such entity is att:niE:table
to collectibles (as defined in section 408(m)2)) other than
collectibles that are held E“mmrimaﬁly for sale to customers in
the ordinary course of such i , and

“8) less than 5 nt of the average of the te
unadjusted bases of property of such entity is attributable
to nonqualified financial property.
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“(c) QUALIFIED PROPRIETORSHIP.—For of this section,
the term ‘qualified proprietorship’ means, with respect to any tax-
able year, any quaﬂﬁ‘ business carried on by an individual as
a proprietorship if for such year—

“(1) at least 80 nt of the total gross income of such
individual from such business is derived from the active conduct
of such business in an e;li.lpomt zone,

“(2) substantially of the use of the tangible pro
of such individual in such business (whether owned or I )
is within an empowerment zone,

“(3) substantially all of the intangible protgerl:y of such
business is used in, and exclusively related to, the active con-
duct of such business,

“(4) substantially all of the services performed for such
individual in such business by employees of such business
are performed in an empowerment zone,

“(5) at least 35 percent of such employees are residents
of an em rment zone,

“(6) less than 5 nt of the average of the te
unadjusted bases of the property of such individual w is
used in such business is attributable to collectibles (as defined
in section 408(m)2)) other than collectibles that are held pri-
‘;mal:ily for sale to customers in the ordinary course of such

usiness,

“(7) less than 5 percent of the average of the te
unadjusted bases of the property of such individualamis
used in such business is attributable to nonqualified financial
property.

For purposes of this subsection, the term ‘employee’ includes the
proprietor.

“(d) QUALIFIED BUSINESS.—For purposes of this section—

“(1) IN GENERAL.—Except as otherwise provided in this
subsection, the term ‘qualified business’ means any trade or
business.

1“(2) REN'rlAL (l:;):d REAL PROPERTY.—The mnt?lla.ltio bgthers t;{’
real property located in an empowerment zone 8 trea
asa quagi.ﬁed business if and only if—

“(A) the property is not residential rental property

(as defined in section 168(eX2)), and

“(B) at least 50 percent of the gross rental income
from the real property is from enterprise zone businesses.

“tgi) RENTf AL orb}'mammmpnnsonn mo!haummb.e—The t;.;inm
to others of tangible roperty trea as
a qualified business 1} and only if substantially all of the
rental of such property is by enterprise zone businesses or
by residents of an empowerment zone.

“(4) TREATMENT OF BUSINESS HOLDING INTANGIBLES.—The
term ‘qualified business’ shall not include any trade or business
consisting predominantly of the development or holding of
in ibles ¥nr sale or license.

5) CERTAIN BUSINESSES EXCLUDED.—The term ‘qualified
business’ shall not include—
“(A) any trade or business consisting of the operation
of facility deseribed in section 144(c)X6XB), and
) any trade or business the principal activity of
which is farming (within the meaning of subparagraphs



107 STAT. 554 PUBLIC LAW 103-66—AUG. 10, 1993

(A) or (B) of section 2032A(eX5)), but only if, as of the
close of the preceding taxable year, the sum of—

“(i) the te unadjusted bases (or, if ter,
the fair t value) of the assets owned by the
Lﬂ:?nyerwhichareusedinsuchatradeorbumness,
an

“(ii) the te value of assets leased by the
taxpayer which are used in such a trade or business,

exceeds $500,000.

For purposes of sub aph (B), rules similar to the rules
of section 1397(b) nhngf:;ﬁy.

“(e) NONQUALIFIED FINANCIAL PROPERTY.—For purposes of this
section, the term ‘nonqualified financial property’ means debt, stock,
partnership interests, options, futures contracts, forward contracts,
warrants, notional principal contracts, annuities, and other similar
pro specified in regulations; except that such term shall not
include—

“(1) reasonable amounts of working capital held in cash,
cmih equivalents, or debt instruments with a term of 18 months
or less, or

“(2) debt instruments described in section 1221(4).

“SEC. 1387C. QUALIFED ZONE PROPERTY DEFINED.

“(a) GENERAL RULE.—For purposes of this part—
“(1) IN GENERAL.—The term ‘tiuahﬁ' ed zone properﬁ" means
lies (or would

any property to which section 168 app apply
but for mt(:xi;m &Zﬁ) if— i £ o .
“(A) s perty was acquired e taxpayer by
purchase (as (ﬁrﬁ.oned in section 179(&)(y2)) after the date

:‘lﬁ_ which the designation of the empowerment zone took

ect,
“(B) the original use of which in an empowerment
zone commences with the tu?a&er, and
“(C) substantially all of the use of which is in an
em rment zone and is in the active conduct of a quali-
ﬁeJhusineasbythetaxpayerinsuchmne.

“(2) SPECIAL RULE FOR SUBSTANTIAL RENOVATIONS.—In the
case of any property which is substantially renovated by the
taxpayer, the requirements of subparagraphs (A) and &) of
paragraph (1) shall be treated as satisfied. For purposes of
the preceding sentence, property shall be treated as substan-
tially renovated by the taxpayer if, during any 24-month period
beginning after the date on which the designation of the
empowerment zone took effect, additions to basis with respect
to such property in the hands of the er exceed the greater
of(i)nnamountoqualtotheud{:; basis at the beginni
of such 24-month period in the ds of the taxpayer, or (i1

$5,000.

“(b) SPECIAL RULES FOR SALE-LEASEBACKS.—For purposes of
subsection (a)(1XB), if property is sold and leased back by the
ﬂayerwithinamon after the date such property was origi-
Qlaeed in service, such property shall be treated as origi;gﬁly
placed in service not earlier than the date on which such property
18 used under the leaseback.

“PART IV—-REGULATIONS
“Sec, 1397D. Regulations.
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“SEC. 1397D. REGULATIONS.

“The Secretary shall prescribe such regulations as may be
necessary or appropriate to carry out the purposes of parts II
and III, including—

“(1) regulations limiting the benefit of parts II and III
in circumstances where such benefits, in combination with bene-

fits provided under other Federal p , would result in
an activity being 100 percent or more idized by the Federal
Government,

“(2) regulations preventing abuse of the provisions of parts

II and III, and

“(3) regulations dealing with inadvertent failures of entities
to be enterprise zone businesses.” '

(b) CLERICAL AMENDMENT.—The table of subchapters for chap-
ter 1 is amended by inserting after the item relating to subchapter
T the following new item:

“Subcha; u. tion and treatment of e t enter-
pﬂfmmﬁmmﬁ“. and rural dewhpmn%wmu“

SEC. 13302. TECHNICAL AND CONFORMING AMENDMENTS.

(a) EMPOWERMENT ZONE EMPLOYMENT CREDIT PART OF GEN-
ERAL BUSINESS CREDIT.—
(1) Subsection (b) of section 38 (relating to current year 26 USC3s.
business credit) is amended by striking “plus” at the end of
ph (7), by striking the period at the end of paragraph
8) and inserting “, and”, and by adding at the end the following

new ph:

‘!:9) ffea empowerment zone employment credit determined
under section 1396(a).”

(2) Subsection (d) of section 39 is amended by adding
at the end the following new paragraph:

“(4) EMPOWERMENT ZONE EMPLOYMENT CREDIT.—No portion
of the unused business credit which is attributable to the credit
determined under section 1396 (relating to empowerment zone
employment credit) may be carried to any taxable year ending
belgm January 1, 1994,

(b) DENIAL OF DEDUCTION FOR PORTION OF WAGES EQUAL TO

ZONE EMPLOYMENT CREDIT.—
(1) Subsection (a) of section 280C (relating to rule for
targeted jobe credit) is amended—

8A) by striking “the amount of the credit determined
for the taxable year under section 51(a)” and inserting
“the sum of the credits determined for the taxable year
under sections 51(a) and 1396(a)”, and

(B) by """k‘“ﬁ ing “TARGETED JOBS CREDIT” in the sub-
section ing and i ing “EMPLOYMENT CREDITS”.

(2) Subsection (c) of section 196 (relating to deduction for
certain unused business credits) is amended by striking “and”
attheendo!'paragmph(d-).bynrikingtheperiodatthe
end of paragraph (5) and inserting “, and”, and by adding
at the end the following new paragraph: 5 :

“(6) the empowerment zone employment credit determined
under section 1396(a).”

(¢) EMPOWERMENT ZONE EMPLOYMENT CREDIT MAY OFFSET 25
PERCENT OF MINIMUM TAX.— L

(1) IN GENERAL.—Section 38(c) (relating to limitation based

on amount of tax) is amended by redesignating paragraph
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26 USC 381.

26 USC 38 note.

26 USC 38 note.

(2) as paragraph (3) and by inserting after paragraph (1) the
following new paragraph:
“2) WERMENT ZONE EMPLOYMENT CREDIT MAY OFFSET
25 PERCENT OF MINIMUM TAX.—
“(A) IN GENERAL.—In the case of the empowerment
zone employment credit credit—
“(i) this section and section 39 shall be applied
separately with respect to such credit, and
“Ei} or purposes of applying paragraph (1) to such

“(I) 75 percent of the tentative minimum tax
shall be tituted for the tentative minimum
tax under sub ph (A) thereof, and

“(II) the limitation under Erag‘raph 1) (as
modified by subclause (I)) shall be reduced by the
credit allowed under subsection (a) for the taxable
year (other than the empowerment zone employ-
ment credit).

“B) Eﬁgwnmm zl?ﬂf.h EMPLOYMENT CREDITt.;—For
purposes o s_paragraph, the term ‘empowerment zone
employment credit’ meanl; the portion of 1?}‘:0 credit under
subsection (a) which is attributable to the credit determined
under section 1396 (relating to empowerment zone employ-
ment credit).”

(d) AMENDMENT OF TARGETED JOBS CREDIT.—Subparagraph
(A) of section 51(i)(1) is amended by inserting “, or, if the taxpayer
is an entity other than a corporation, to any individual who owns,
directly or indirectly, more than 50 nt of the capital and
profits interests in the entity,” after “of the corporation”.

(e) CARRYOVERS.—Subsection (c¢) of section 381 (relating to
carryovers in certain corporate acquisitions) is amended by agg.i.ng
at the end the following new paragraph:

“(26) ENTERPRISE ZONE PROVISIONS.—The acquiring cor-
poration shall take into account (to the extent proper to carry
out the purposes of this section and subchapter U, and under
such regulations as may be prescribed by the Secretary) the
items required to be taken into account for purposes of
:iubchapter U in respect of the distributor or transferor corpora-

on.”
SEC. 13303. EFFECTIVE DATE.

The amendments made by this part shall take effect on the
date of the enactment of this Act.

PART II—CREDIT FOR CONTRIBUTIONS TO
CERTAIN COMMUNITY DEVELOPMENT COR-
PORATIONS

SEC. 13311. CREDIT FOR CONTRIBUTIONS TO CERTAIN COMMUNITY
DEVELOPMENT CORPORATIONS.

(a) IN GENERAL.—For purposes of section 38 of the Internal
Revenue Code of 1986, the current year business credit shall include
the credit determined under this section.

. (b) DETERMINATION OF CREDIT.—The credit determined under
this section for each taxable year in the credit period with respect



PUBLIC LAW 103-66—AUG. 10, 1993 107 STAT. 557

to any qualified CDC contribution made by the taxpayer is an
amount equal to 5 percent of such contribution.

(¢) CREDIT PERIOD.—For of this section, the credit
p?rigd mﬂlla lzespect to any quaﬁl.ﬁ?;?o%:fgc mntgbutiondis the period
o taxable years beginning wi taxable year during which
such contribution was made.

(d) QUALIFIED CDC CONTRIBUTION.—For purposes of this
section—

(1) IN GENERAL.—The term “gualified CDC contribution”
means any transfer of cash—

gA) whichtiis n&ade to tlge agloct.ed oommu]:)nety develop-
ment corporation during -year period beginning on
the date such corporation was selected for purposes of
this section,

(B) the amount of which is available for use by such
corporation for at least‘iggean.

(C) which is to be by such corporation for qualified
low-income assistance within its operational area, and

(D) which is designated by such corporation for pur-

of this section.
2) LIMITATIONS ON AMOUNT DESIGNATED.—The te
amount of contributions to a selected community opment

corporation which may be designated by such corporation shall
not exceed $2,000,000.
(e) SELECTED COMMUNITY DEVELOPMENT CORPORATIONS.—

(1) IN GENERAL.—For purposes of this section, the term
“gelected community pment corporation” means any
corporation—

(A) which is described in section 501(cX3) of such Code
and exempt from tax under section 501(a) of such Code,

{f) thotpr}ndp(rl b]]::rpones of whicl_'ntiinci'udalpropmting
em of, an iness opFortum es for, low-income
md?nm who are residents of the operational area, and

(C) which is selected by the Secretary of Housing and
Urban Development for purposes of this section.

(2) ONLY 20 CORPORATIONS MAY BE SELECTED.—The Sec-
retary of Housing and Urban Development may select 20 cor-
porations for purposes of this section, subject to the availability
of eligible corporations. Such selections may be made only
before July 1, 1994. At least 8 of the operational areas of
the corporations selected must be rural areas (as defined by
section 1393(a)3) of such Code).

(3) OPERATIONAL AREAS MUST HAVE CERTAIN CHARACTERIS-
TICS.—A corporation may be selected for purposes of this section
only if its operational area meets the following criteria:

(A?%he area meets the size requirements under section
1392(a)(3).

(B) The unemqg:yment rate (as determined by the
appropriate available data) is not less than the national
unem nt rate.

© median family income of residents of such
area does not exceed 80 percent of the median gross income
of residents of the jurisdiction of the local government
which includes such area.

() QUALIFIED LOW-INCOME ASSISTANCE.—For purposes of this
section, the term “qualified low-income assistance” means
assistance—
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(1) which is designed to provide empl t of, and busi-

ness opportunities for, low-income indiv'ur who are residents

of the mt:geutiom] area of the community development corpora-

R ki, Minpproved i the Samsthryant Nonitiy A
W is a o

Urban Developmenzp

Part [II—Investment in Indian Reservations

SEC. 13321. ACCELERATED DEPRECIATION FOR PROPERTY ON INDIAN

26 USC 168.

end the following new

RESERVATIONS.
(a) IN GENERAL.—Section 168 is amended by adding at the
on:
“(j) PROPERTY ON INDIAN RESERVATIONS.—
“(1) IN GENERAL.—For of subsection (a), the
al?tl;licable recovery period for m Indian reservation prop-
erty shall

The

“In the case of s
case

5 l'U:OVGz

year property years

5-year property 3 years

7. property 4 years

10-year property 6 years

gywm 1gyw'l

year years

Nommm property 22 years.

“(3) DEDUCTION ALLOWED IN COMPUTING MINIMUM TAX.—

For purposes of alternative minimum taxable

}nmme unde:o sechg;n 55, t.hehd(eii)uctioltia under geul'as:ctinq (a)
or pro wi paragra; applies shall termined
u.ndgr pt:hé::;ysoction without rl:ga.rd ‘E) any adjustment under
section 56.

“(4) QUALIFIED INDIAN RESERVATION PROPERTY DEFINED.—
For purposes of this subsection—

“(A) IN GENERAL.—The term ‘qualified Indian reserva-
tion pro means property which is property described
in the table in paragraph (2) and which is—

“(i) used by the taxpayer predominantly in the
active conduct of a trade or business within an Indian
reservation,
= “(ii) not used l:’:s located outside the Indian reserva-

on on a regular basis,

“(iii) not aequ.lreci (directly or indirectly) by the
taxpayer from a person who is related to the taxpayer
(within the meaning of section 465(b)X3XC)), and

“(iv) not property (or any portion thereof) placed
in service for purposes of conducting or housing class
I, II, or IIl gaming (as defined in section 4 of the
Indian Regulatory Act (25 U.S.C. 2703)).

“(B) EXCEPTION FOR ALTERNATIVE DEPRECIATION PROP-
ERTY.—The term ‘qualified Indian reservation property’
does not include any property to which the alternative
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depreciation system under subsection (g) applies,

determined—

“(i) without regard to subsection (gX7) (relati
to election to use alternative reciation system), an

“(ii) after the application of section 280F(b) (relat-
ing to listed property with limited business use).

“(C) SPECIAL RULE FOR RESERVATION INFRASTRUCTURE

INVESTMENT.—

“(i) IN GENERAL.—Subparagraph (AXii) shall not
apply to qualified infrastructure property located out-
side of the Indian reservation if the egur;mue of such
property is to connect with qualified infrastructure
propertiv located within the Indian reservation.

“(ii) QUALIFIED INFRASTRUCTURE PROPERTY.—For
purposes of this subparagraph, the term ‘qualiﬁed
infrastructure property’ means qualified Indian res-
ervation property (determined without regard to
subparag‘raph (AXii)) which—

(I) benefits the tribal infrastructure,
“II) is available to the general public, and
“(III) is placed in service in connection with
the taxpayer’s active conduct of a trade or business
within an Indian reservation.
Such term includes, but is not limited to, roads, power
lines, water systems, railroad spurs, and communica-
tions facilities.

“(5) REAL ESTATE RENTALS.—For purposes of this sub-
section, the rental to others of real property located within
an Indian reservation shall be trea as the active conduct
of a trade or business within an Indian reservation.

“(6) INDIAN RESERVATION DEFINED.—For purposes of this
subsection, the term ‘Indian reservation’ means a reservation,
as defined in—

“(A) section 3(d) of the Indian Financing Act of 1974

(25 U.5.C. 1452(d)), or

“(B) section 4(10) of the Indian Child Welfare Act of

1978 (25 U.S.C. 1903(10)).

“(7) COORDINATION WITH NONREVENUE LAWS.—Any ref-
erence in this subsection to a provision not contained in this
title shall be treated for purposes of this subsection as a ref-
erence to such provision as in effect on the date of the enact-
ment of this paragraph.

“(8) TERMINATION.—This subsection shall not apply to prop-
erty placed in service after December 31, 2003.”

(b) EFFECTIVE DATE.—The amendment made by this section
shall apply to property placed in service after December 31, 1993.

SEC. 13322. INDIAN EMPLOYMENT CREDIT.

(a) ALLOWANCE OF INDIAN EMPLOYMENT CREDIT.—Section 38(b)
(relating to general business credits) is amended by stﬁkinfb“plus"
at the end of par ph (8), Ey striking the period at the end
of par h (9) and inserting “, plus”, and by adding after para-
graph (9) the following new paragraph:

“(10) the ian employment credit as determined under
section 45A(a).”

(b) AMOUNT OF INDIAN EMPLOYMENT CREDIT.—Subpart D of
part IV of subchapter A of chapter 1 (relating to business related

26 USC 168 note.

26 USC 38.
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credits) is amended by adding at the end thereof the following
new section:

“SEC. 45A. INDIAN EMPLOYMENT CREDIT.

“(a) AMOUNT OF CREDIT.—For purposes of section 38, the
amount of the Indian employment credit determined under this
section with msggct to any employer for any taxable year is an
amount equal to 20 percent of the excess (if any) of —

“(1) the sum of—
“(A) the qualified wages paid or incurred during such
taxable year, plus
mmme%uﬂﬁd employee health insurance costs paid

such taxable year, over

“{2) the sum of the qualified wages and qualified employee
health insurance costs (determined as if this section were in
effect) which were paid or incurred by the employer (or any

predecessor) during calendar year 1993.

“(b) QUALIFIED WAGES; QUALIFIED EMPLOYEE HEALTH INSUR-
ANCE CosTs.—For purposes 'of this section— -

“(1) QUALIFIED WAGES.—

“(A) IN GENERAL.—The term ‘qualified wages’ means
any wages paid or incurred by an employer for services
Eeed rmed by an employee w such employee is a quali-

loyee.

“B Coonnmm'lon WITH TARGETED JOBS CREDIT.—The
term ‘qualified wages’ shall not include wages attributable
to service rendered durﬁ the 1-year period beginning
with the day the individual begins work for the employer
if any portion of such wages is taken into account in deter-

the credit under section 51.
“(2) QUALIFIED EMPLOYEE HEALTH INSURANCE COSTS.—

“(A) IN GENERAL.—The term ‘qualified employee health
insurance costs’ means any amount paid or incurred by
o e g g ot
is attributable rovi any employee while
such employee is acgmpemployee

“(B) EXCEPTION FOR AMOUNTS PAID UNDER SALARY
REDUCTION ARRANGEMENTS.—No amount paid or incurred
for health insurance pursuant to a reduction
arrangement shall be taken into account under subpara-

E(m) Imrm'l'lou —The aggregate amount of qualified wages
and quahﬁedt - employee health msuranfce costs ta.lﬁn into
account with res to em or any taxable year
(and for the basgectpenodm:lynderpﬂsechon (ay)(2)) shall not
exceed $20,000.

“(c) QUALIFIED EMPLOYEE.—For purposes of this section—

“(1) IN GENERAL.—Except as othermae provided in this
subsection, the term quahﬁed employee’ means, with respect
to any period, any em nyeaofa.nemp oyerlf--

% employee is an enrolled member of an Indian

Eﬁ or the spouse of an enrolled member of an Indian

“B) substantially all of the services performed during
such such empl for such employer are per-

fomm an Indian pmoyee tion, and 7 i
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“(C) the principal place of abode of such employee
while performing such services is on or near the reservation
in which the services are performed.

“(2) INDIVIDUALS RECEIVING WAGES IN EXCESS OF $30,000
NOT ELIGIBLE.—An employee shall not be treated as a qualified
employee for any taxable year of the employer if total
amount of the wages paid or incurred by such employer to
such employee during such taxable year (whether or not for
services within an Indian reservation) exceeds the amount
determined at an annual rate of $30,000.
= ;(;% Olggmnon ADJIszTHENT—'II;hi’e (g)ecf?tary shall adjust

e i amount under paragra r years beginning
after 1994 at the same time and in the same manner as
under section 415(d).

“(4) EMPLOYMENT MUST BE TRADE OR BUSINESS EMPLOY-
MENT.—An employee shall be treated as a qualified employee
for any taxable year of the employer only if more than 50
percent of the wages paid or incurred by the employer to
such employee dun.n%usmu:h taxable year are for services per-
formed in a trade or iness of the employer. Any determina-

tion as to whether the p ing sentence applies with respect
to any employee for any taxable year shalF%e made without
regard to subsection (eX2).

“(5) CERTAIN EMPLOYEES NOT ELIGIBLE.—The term ‘quali-
fied employee’ shall not include—

“(A) any individual described in subparagraph (A), (B),
or (C) of section 51(iX1),

“(B) any b&-percent owner (as defined in section
416(i)1XB)), and

“C) an‘y individual if the services performed by such
individual for the employer involve the conduct of class

I, II, or III gaming as defined in section 4 of the Indian

ing Regulatory Act (25 U.S.C. 2703), or are performed
in a building housing such gaming activity.

Nchian il Tarel Rt pestle s has siunaised crous
any ian tribe, , nation, pueblo, or other organized grou
or community, including an Afuka Native village, or regio:
or village corporation, as ed in, or established pursuant
tt:, the) Alaskahich _Native Claims S{gtt_lﬁm?nt ﬂ (;.53&?].3.0. 1601
et seq.) wi is as eligible for 8 programs
and services provided by the United States to Indians because
of their status as Indians.

“(7) INDIAN RESERVATION DEFINED.—The term ‘Indian res-
ervation’ has the meaning given such term by section 168(jX6).
“(d) EARLY TERMINATION OF EMPLOYMENT BY EMPLOYER.—

“(1) IN GENERAL.—If the employment of any employee is
terminated by the taxpayer before the day 1 year after the
day on which such employee began work for the employer—

“(A) no wages (or qualified employee health insurance
costs) with respect to such employee shall be taken into
account under subsection (a) for the taxable year in which
such employment is terminated, and

“B) the tax under this chapter for the taxable year
in which such employment is terminated shall be increased
by the aggregate credits (if any) allowed under section

38(a) for prior taxable years by reason of wages (or qualified
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employee health insurance costs) taken into account with

Tes to such employee.

“(2) CARRYBACKS AND CARRYOVERS ADJUSTED.—In the case
of any termination of emcrloymant to which paragraph (1)
applies, the carrybacks and carryovers under section 39 shall
be properly adjusted.

“(3) SUBSECTION NOT TO APPLY IN CERTAIN CASES.—

“(A) IN Gmm—Pmﬁraph (1) shall not apply to—

“(i) a termination of employment of an employee
who voluntarily leaves the em;iloyment of the taxpajrer,

“(ii) a termination of employment of an individual
who before the close of the period referred to in para-
graph (1) becomes disabled to perform the services
of such employment unless such disability is removed
before the close of such period and the taxpayer fails
to offer reemployment to such individual, or

“(iii) a termination of employment of an individual
if it is determined under the aliﬁlécabla State
unemployment compensation law that termination
was due to the misconduct of such individual.

“(B) CHANGES IN FORM OF BUSINESS.—For purposes
of paragraph (1), the employment relationship between the
taxpayer and an employee shall not be treated as
terminated—

“(i) by a transaction to which section 381(a) applies
if the employee continues to be employed by the acquir-
ing corporation, or

“(i1) by reason of a mere change in the form of
conducting the trade or business of the taxpayer if
the employee continues to be employed in such trade
or business and the taxpayer retains a substantial
interest in such trade or business.

“(4) SPECIAL RULE.—Any increase in tax under paragraph
(1) shall not be treated as a tax imposed by this chapter
P the £ dit allowabl

etermining amount of any credit allowable
under this chapter, and

“(B) determining the amount of the tax imposed by
section 55.

“(e) OTHER DEFINITIONS AND SPECIAL RULES.—For purposes
of this section—

“(1) WAGES.—The term ‘wages’ has the same meaning given
to such term in section 51.

“(2) CONTROLLED GROUPS.—

“(A) All employers treated as a single employer under
section(n}or(bgo section 52 shall be treated as a single
employer for purposes of this section.

“(B) The credit (if m} determined under this section
with res to each employer shall be its propor-
tionate of the wages ancl qualified employee health
insurance costs giving rise to such credit.

“(3) CERTAIN OTHER RULES MADE APPLICABLE.—Rules simi-
lar to the rules of section 51(k) and subsections (c), (d), and
(e) of section 52 shall apply.

“(4) COORDINATION WITH NONREVENUE LAWS.—Any ref-
erence in this section to a provision not contained in this
title shall be treated for purposes of this section as a reference
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t?‘t?:il:h provision as in effect on the date of the enactment
o :

“(b) SPECIAL RULE FOR SHORT TAXABLE YEARS.—For any
taxable year having less than 12 months, the amount deter-
mined under subsection (a)X2) shall be multiplied by a fraction,
the numerator of which is the number of in the taxable
year and the denominator of which is 365.

(f) TERMINATION.—This section shall not apply to taxable years
beginning after December 31, 2003.”

(c) DENIAL OF DEDUCTION FOR PORTION OF WAGES EQUAL TO
INDIAN EMPLOYMENT CREDIT.—

targoted jobe credit) is amended by striking S1(o" and insert.

0 it) is amen striking “51(a)” and insert-

ing 45A(’a). 51(a), and”. b

(2) Subsection (c) of section 196 (relating to deduction for
certain unused business credits) is amended%y striking “and”
at the end of pa.ragraph (5), by striking the period at the
end of paragraph (6) and inserting “, and”, and by adding
at the end the following new paragraph:
45A(“(‘)?2’ the Indian employment credit determined under section

a).

(d) DENIAL OF CARRYBACKS TO PREENACTMENT YEARS.—Sub-
section (d) of section 39 is amended by adding at the end thereof
the following new paragraph:

“(6) NO CARRYBACK OF SECTION 45 CREDIT BEFORE ENACT-
MENT.—No portion of the unused business credit for any taxable
year which is attributable to the Indian employment credit
determined under section 45A may be carried to a taxable

ending before the date of the enactment of section 45A.”

e) CLERICAL AMENDMENT.—The table of sections for sub:

D of part IV of subchaﬂoter A of chapter 1 is amended by addi
at the end thereof the following:

“Sec. 45A. Indian employment credit.”
(f) EFFECTIVE DATE.—The amendments made by this section 26 USC 38 note.
shall apply to wages paid or incurred after December 31, 1993.

Subchapter D—Other Provisions

PART I—DISCLOSURE PROVISIONS

SEC. 13401. DISCLOSURE OF RETURN INFOERMATION FOR ADMINIS-
TRATION OF CERTAIN VETERANS PROGRAMS,

(a) GENERAL RULE.—Sub ph (D) of section 6103(1(7) 26 USC 6103.
(relating to disclosure of return information to Federal, State, and
local agencies administering certain ) is amended by strik-
ing “September 30, 1997” in the sentence following clause
(viii) and inserting “September 30, 1998".

(b) EFFECTIVE DATE.—The amendment made by subsection (a) 26 USC 6103
shall take effect on the date of the enactment of this Act. note.

SEC. 13402. DISCLOSURE OF RETURN INFORMATION TO CARRY OUT
INCOME CONTINGENT REPAYMENT OF STUDENT LOANS,
(a) GENERAL RULE.—Subsection (1) of section 6103 (relati
to confidentiality and disclosure of returns and return information
is amencllaed by adding at the end thereof the following new
paragraph:
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“(13) DISCLOSURE OF RETURN INFORMATION TO CARRY OUT
INCOME CONTINGENT REPAYMENT OF STUDENT LOANS.—

“(A) IN GENERAL.—The Secretary may, upon written

uest from the Secreta&of Education, disclose to officers

1:131 employees of the Department of Education return

information with respect to a taxpager who has received

an applicable student loan and whose loan repayment

amounts are based in whole or in on the taxpayer’s
income. Such return information be limited to—

“(i) taxpayer identity information with respect to
such taxpayer,

“(ii) the filing status of such taxpayer, and

“(iii) the adjusted gross income of such taxpayer.
“(B) RESTRICTION ON USE OF DISCLOSED INFORMA-

TION.—Return information disclosed under subparagraph
(A) may be used by officers and employees of the Depart-
ment of Education only for the purposes of, and to the
extent necessary in, establishing the appropriate income
fontingent repayment amount

oan,

“(C) APPLICABLE STUDENT LOAN.—For purposes of this
paragraph, the term ‘applicable student loan’ means—

“(i) any loan made under the program authorized
under part D of title IV of the Higher Education Act
of 1965, and

“(iis any loan made under part B or E of title
IV of the Higher Education Act of 1965 which is in
default and has been assigned to the Department of
Eé%% This paragraph shall not }
“ ATION.—Thi ap not a

to any request made after September 30, 1998.” ik
(b) CONFORMING AMENDMENTS.—
26 USC 6103. (1) So much of paragraph (4) of section 6103(m) as precedes
subpara%h (B) thereof is amended to read as follows:
“(4) IVIDUALS WHO OWE AN OVERPAYMENT OF FEDERAL
PELL GRANTS OR WHO HAVE DEFAULTED ON STUDENT LOANS
ADMINISTERED BY THE DEPARTMENT OF EDUCATION.—

“(A) IN GENERAL.—Upon written request %Bthe Sec-
retary of Education, the Secretary may disclose mailing
address of any taxpayer—

“(i) who owes an overpayment of a grant awarded
to such taxpayer under subpart 1 of part A of title
IV of the Higher Education Act of 1965, or

“(ii) who has defaulted on a loan—

“(I) made under .part B, D, or E of title IV
of the Higher Education Act of 1965, or
“(II) made Reursuant to section 3(aX1) of the
Migration and Refugee Assistance Act of 1962 to
a student at an institution of higher education,
for use only by officers, employees, or agents of the Depart-
ment of Education for purposes of locating such taxpayer
for %urpoeas of collecting such ove; ent or loan .”
(2) Subp ph (B) of section 6103(m)4) is amended—
(A) in clause (i),Il;I striking “under part B” and insert-
ing “under B or D”; and
(B) in clause (ii), bsr striking “under part E” and insert-
ing “under subpart 1 of part A, or part D or E,”;

or an applicable student
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3) Sechon 6103(p) i m amended— 26 USC 6103,

striking “(11), or (12),
andmaerﬁng"(fnluz} or (18), (m)”; b Aodeed

1) m

ttar preeedmg
atrzﬂ:;g out “(10), or (11)” and inserting 1%10) (11)7
or

(c) Ermc-rm: DATE by this section 26 USC 6103
shn]]takeaﬂ'ectunthedateofthoenachnentofthmm note.

SEC. 13408. USE OF RETURN INFORMATION FOR INCOME VERIFICA-
TION UNDER CERTAIN HOUSING ASSISTANCE PRO-
GRAMS,

(a) IN GENERAL——-SIIW (D) of section 6103(1X7) (relat-
ing to the disclosure of return rmation to Federal, State, and
local agencies administering certain pmgrams) is amended—

(1) in clause (vii), by ' “and” at the end;
. (2)meal:\:lae (vm) by s the period attheend and
inse 3

(3) msertmg after clause (viii) the following new clause:

“{nt) housing assistance prnﬁm by the
Department of Housing and Urban opment that involves
initial and periodic review of an apphcant’a or parhctpnnts
income, except that return information magecre osed under
this clause only on written request by the tary of Housi
and Urban Development only for use officers an
employees of the Department of Ho and rban Develo
ment mtl:’t' r::gect to applicants for and participants in su&

programs.
(4) by add;ng at the end thereof the following: “Clause

(ix) aha.ll not apply after September 30, 1998.”

(b) CONFORMING AMENDMENT.—The heading of aph (7)
of section 6103(1) is amended by mserhng after "CODE" e following:

“ OR CERTAIN HOUSING ASSISTANCE PROGRAMS”.

(c) EFFECTIVE DATE.—The amendments made by this section 26 USC 6103

shall take effect on the date of the enactment of this Act. Rate,

PART II-PUBLIC DEBT LIMIT

SEC. 13411, INCREASE IN PUBLIC DEBT LIMIT.

(a) GENERAL RULE.—Subsection (b) of section 3101 of title
31, United States Code, is amended by striking out the dollar
limitation contained in such subsection and inserting in lieu thereof
“$4,900,000,000,000”.

(b) REPEAL OF TEMPORARY INCREASE.—Effective on and after Effective date.
the date of the enactment of this Act, section 1 of Public Law 3}“_2503101
103-12 is hereby repealed. B,

PART III—-VACCINE PROVISIONS

SEC. 13421. EXCISE TAX ON CERTAIN VACCINES MADE PERMANENT.
(a) TAX.—Subsection (c) of section 4131 (relating to tax on
certain vaccines) is amended to read as follows:
“(c) APPLICATION OF SECTION.—The tax imposed by this section
ghall apply—
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26 USC 9510.

26 USC 4131
note.

26 USC 4980B
note.

“(1) after December 31, 1987, and before January 1, 1993,
and

“2) during periods after the date of the enactment of
the Revenue Reconciliation Act of 1993.”
(b) TrusT FUND.—Paragraph (1) of section 9510(c) (relating

to expenditures from Vaccine Injury Compensation Trust Fund)
is amended by striking “and before October 1, 1992,”.

(c) FLOOR STOCKS TAX.—

(1) IMPOSITION OF TAX.—On any taxable vaccine—

(A) which was sold by the manufacturer, producer,
or importer on or before the date of the enactment of
this Act,

(B) on which no tax was imposed by section 4131
of the Internal Revenue Code of 1986 (or, if such tax
was imposed, was credited or refunded), and

(C) which is held on such date by any person for
sale or use,

there is hereby imposed a tax in the amount determined under
section 4131(b) of such Code.

(2) LIABILITY FOR TAX AND METHOD OF PAYMENT.—

i (A) LIABILITY }?ﬁ E:.—The person ’:mlding anyhta(zlcs
able vaccine to whic tax imposed by paragrap
applies shall be liable for such tax.

(B) METHOD OF PAYMENT.—The tax imposed by para-
graph (1) shall be paid in such manner as the Secretary
shall prescribe by regulations.

(C) TIME FOR PAYMENT.—The tax imposed by para-
graph (1) shall be paid on or before the last day of the
fht{n mnth beginning after the date of the enactment of

8 Act.

(3) DEFINITIONS.—For purposes of this subsection, terms
used in this subsection which are also used in section 4131
of such Code shall have the respective meanings such terms
have in such section.

(4) OTHER LAWS APPLICABLE.—AIl provisions of law, includ-
ing penalties, applicable with respect to the taxes im
by section 4131 of such Code shall, insofar as applicable and
not inconsistent with the provisions of this subsection, apply
to the floor stocks taxes imposed by paragraph (1), to the
iT:]aﬂf extent as if such taxes were imposed by such section

SEC. 13422. CONTINUATION COVERAGE UNDER GROUP HEALTH
PLANS OF COSTS OF PEDIATRIC VACCINES.

(a) In GENERAL —Parag‘ratph (1) of aectmn 4980B(f) is amended

y inserting “the coverage of the costs of pediatric vaccines (as
deﬁned under section 2162 of the Public Health Service Act) is
not reduced below the coverage provided by the plan as of May
1, 1993, and only if” after “only if”.

(b) EFFECTIVE DATE.—The amendment made by subsection (a)
shall apply with respect to plan years beginning after the date
of the enactment of this Act.
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PART IV—DISASTER RELIEF PROVISIONS

SEC. 13431. MODIFICATION OF INVOLUNTARY CONVERSION RULES
FOR CERTAIN DISASTER-RELATED CONVERSIONS.

(a) IN GENERAL.—Section 1033 (relating to involuntary conver- 26 USC 1033.
sions) is amended by redesignating subsection (h) as subsection
(i) and by i i r subsection (g) the following new subsection:

“th) SPECIAL RULES FOR PRINCIPAL RESIDENCES DAMAGED BY
PRESIDENTIALLY DECLARED DISASTERS.—

“(1) IN GENERAL.—If the s principal residence or
any of its contents is com or involuntarily converted
as a result of a Pregidenti declared disaster—

“(A) TREATMENT OF INSURANCE PROCEEDS.—

“(i) EXCLUSION FOR UNSCHEDULED PERSONAL PROP-
ERTY.—No gain shall be recognized by reason of the
receipt of any insurance proceeds for personal property
whu:g' was part of such contents and which was not
scheduled property for purposes of such insurance.

“(ii) PROCEEDS TREATED AS COMMON
FUND.—In the case of any insurance proceeds (not
described in clause (i) for such residence or contents—

“(I) such proceeds shall be treated as received
ic:'d the conversion of a single item of property,

“(IT) any property which is similar or related
in service or use to the residence so converted
(or contents thereof) shall be treated for p
of subsection (a}2) as propertf similar or related
in service or use to such single item of property.
“(B) EXTENSION OF REPLACEMENT PERIOD.—Subsection

(a)(2)XB) shall be applied with respect to any property so

converted by substituting ‘4 years’ for ‘2 years'.

“(2) PRESIDENTIALLY DECLARED DISASTER.—For pumt;j‘
this subsection, the term ‘Presidentially declared di
means any disaster which, with respect to the area in which
the residence is located, resulted in a subsequent determination
by the President that such area warrants assistance by the

ederal Government under the Disaster Relief and Emergency
Asgistance Act.

“(3) PRINCIPAL msmmcn.—Fo:;{urpom of this subsection,
the term ‘principal residence’ has the same meaning as when
used in section 1034, except that such term shall include a
residence not treated as a principal residence solely because
the taxpayer does not own the residence.”.

shal(b) Efmcmvm Dam.—Thmndment nlmde by subaectl..xgla (a) ieotusc 1033
1 apply to property com ily or involuntarily conve as i

a resuﬁ of disasters for which the determination referred to in

section 1033(h)2) of the Internal Revenue Code of 1986 (as added

by this section) is made on or after September 1, 1991, and to

taxable years ending on or after such date.

Part V—Miscellaneous Provisions
SEC. 13441. INCREASE IN PRESIDENTIAL ELECTION CAMPAIGN FUND
CHECK-OFF.

(a) IN GENERAL.—Section 6096(a) (relating to designation by
individuals) is amended—
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26 USC 6096
note.

26 USC 162,

New York.

26 USC 162 note.

S ‘li:y striking “$1” each place it appears and inserting

(2) by st.nhng “$2” and inserting “$6”.
(b) EFFECTIVE DATE.—The amendments made by subsection
(a) apply with respect to tax returns required to be filed after
December 31, 1993.

SEC. 13442. SPECIAL RULE FOR HOSPITAL SERVICES.

(a) IN GENERAL.—Section 162 (relating to trade or business
deductions), as amended by section 13211, is amended by
redesignating subsection (n) as subsection (o) and by inserting
after subsection (m) the following new subsection:

“(n) SPECIAL RULE FOR CERTAIN GROUP HEALTH PLANS.—

“(1) IN GENERAL.—No deduction shall be allowed under
this chapter to an employer for any amount paid or incurred
in connection with a group health plan if the plan does not
reimburse for inpatient hospital care services provided in the
sl i ided in sub hs (B) and (C),

except as provided in subparagrap an

at the same rate as licensed commercial insurers are

required to reimburse hospitals for such services when

such reimbursement is not through such a plan,

“(B) in the case of any reimbursement through a health
maintenance organization, at the same rate as health
maintenance organizations are required to reimburse hos-
pitals for such services for individuals not covered by such
a plan (determined without regard to any government-
supported individuals exempt from such rate), or

“C) in the case of any reimbursement through any
corporation organized under Article 43 of the New York
State Insurance Law, at the same rate as any such corpora-
tion is required to reimburse hospitals for such services
for individuals not covered by such a plan.

“(2) STATE LAW EXCEPTION.—Paragraph (1) shall not apply
to any group health plan which is not required under the
laws of the State of New York (determined without regard
to this subsection or other provisions of Federal law) to
reimburse at the rates provided in paragraph (1).

“(8) GROUP HEALTH PLAN.—For purposes of this subsection,
the term ‘group health plan’ means a plan of, or contributed
to by, an employer or employee organization (including a self-
insured plan ? to provide health care (directly or otherwise)
to any employee, any former employee, the employer, or any
other individual associated or formerly associated with the
?mp_loyer in a business relationship, or any member of their
amily.”

(b) EFFECTIVE DATE.—The provisions of this section shall apply
%ng'sws provided after February 2, 1993, and on or before May

SEC. 13443. CREDIT FOR PORTION OF EMPLOYER SOCIAL SECURITY
TAXES PAID WITH RESPECT TO EMPLOYEE CASH TIPS.

(a) IN GENERAL.—Subpart D of part IV of subchapter A of

chapter 1 (relating to business related credits) is amended by adding
at the end the following new section:
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“SEC. 45B. CREDIT FOR PORTION OF EMPLOYER SOCIAL SECURITY
TAXES PAID WITH RESPECT TO EMPLOYEE CASH TIPS.

“(a) GENERAL RULE.—For purposes of section 38, the employer
social security credit determined under this section orthetzxaﬁe
yearisanamountqualtotheemasem_ployarsocia]semu'ity

tax paid or incurred by the r d the taxable year.
) Excess EMPLOYER SOCIAL EI'A::.—Fu:u- purposes
of this section—

“(1) IN GENERAL.—The term ‘excess employer social security
tax’ means any tax paid by an employer under section 3111
with respect to tips received by an employee during any month,
to the extent such tips—

“(A) are deemed to have been faid by the employer
to the employee pursuant to section 3121(q), and
]“(B} dexeeed t.ht:m amounloyet by v:ll:ich thai wagesd (axcludlx;ncﬁ

tips) pai employer to the employee during s

month are less than the total amount which would be

payable (with respect to such emp nt) at the minimum

w rate applicable to such individual under section

5(:%?1) of the Fair Labor Standards Act of 1938 (determined

without regard to section 3(m) of such Act).

“2) ONLY TIPS RECEIVED AT F?OD AIQND BEVERAGﬁ
ESTABLISHMENTS TAKEN INTO ACCOUNT.—In applying paragra,
(1), there shall be taken into account only gp received fn?m
customers in connection with the provision of food or beve
for consumption on the premises of an establishment with
respect to which the tipping of employees serving food or bev-
erages by customers is customary.

“(c) DENIAL OF DOUBLE BENEFIT.—No deduction shall be
allowed under this chapter for any amount taken into account
in determining the credit under this section.

“(d) ELECTION NoT To CLAIM CREDIT.—This section shall not
apElay to a taxpayer for any taxable year if such taxpayer elects
to have this section not apply for such taxable year.”

(b) CREDIT TO BE PART OF GENERAL BUSINESS CREDIT.—

(1) IN GENERAL.—Subsection (b) of section 38 (relating to
current year business credit) is amended sh-iln'(.:f “plus”
attheendofpam.lgraph(!)),bys" e period at the
end of paragra 0) and inse “ plug”, and by adding

h (
attheendtheftﬁlowingnew ph:

“(11) the employer sociafﬂcﬁnrgty credit determined under
section 45B(a).”

(2) LIMITATION ON CARRYBACKS.—Subsection (d) of section
39 (relating to transitional rules) is amended by adding at
the end the following new :

“(6) NO CARRYBACK OF SECTION 45 CREDIT BEFORE ENACT-
MENT.—No portion of the unused business credit for any taxable
year which 1s attributable to the employer social security credit
determined under section 45B may be carried back to a taxable

ending before the date of the enactment of section 45B.”
¢) CLERICAL AMENDMENT.—The table of sections for sﬁrﬂ
D of part IV of subchapter A of chapter 1 is amended by ing
at the end the following new item:
“Sec. 45B. Credit for portion of employer social security taxes paid with re-
spect to employee cash tips.”
(d) EFFECTIVE DATE.—The amendments made by this section 26 USC 38 note.
shall apply with respect to taxes paid after r 31, 1993.



107 STAT. 570 PUBLIC LAW 103-66—AUG. 10, 1993

26 USC 6103.

26 USC 6103
note.

SEC. 13444. AVAILABILITY AND USE OF DEATH INFORMATION.

(a) RESTRICTION ON DISCLOSURE OF TAX RETURN INFORMA-
TION.—Subsection (d) of section 6103 is amended by adding at
the end thereof the following new paragraph:

“(4) AVAILABILITY AND USE OF DEATH INFORMATION.,—

“(A) IN GENERAL.—No returns or return information
mnybedisclnoedundm‘gangmph(l}tomyngancy body,
or commission of any State (or any legal representative
thereof) during any pmod during which a contract meeting
the requirements of subparagraph (B) iz not in effect
between such State and the Secretary of Health and

Human Services.
“(B) CONTRACTUAL REQUIREMENTS.—A contract meets
the requirements of this s ph if—

“(i) such contract requires the State to furnish

the Secretary of Health and Human Services informa-
tion concerning individuals with respect to whom death
certificates (or equivalent documents maintained by
the State or any subdivision thereof) have been offi-
cially filed with it, and

“(ii) such contract does not include any restriction
on the use of information obtained by such Secretary
pursuant to such contract, except that such contract
may provide that such information is only to be used
by the Secretary (or any other Federal agency) for
purposes of ensuring that Federal benefits or other
g:‘y:nents are not erroneously paid to deceased individ-

Any information obtained by the Secretary of Health and
Human Services under s a contract shall be exempt
from disclosure under section 552 of title 5, United States
C:lc‘l,eéand&omtherequirementsofnecﬁonﬁhofmch

title 5.
“(C) SPECIAL EXCEPTION.—The provisions of subpara-
graph (A) shall not apply to any State which on July
1, 1993, was not, pursuant to a contract, the
of Health and Human Services information
concerning individuals with respect to whom death certifi-
cates (or uﬁ:nvalent documents maintained by the State
or any 8 vision thereof) have been officially filed with

t.”
D I st vided ph (2), the
GENERAL.—Except as provi in paragra; 5

amendment made by subsection (a) shall take effect on the
date one year after the date of the enactment of this Act.
(2) SPECIAL RULE.—The amendment made by subsection
(a) shall take effect on the date 2 years after the date of
the enactment of this Act in the case of any State if it is
established to the satisfaction of the Secretary of the Treasury

that—

(A) under the law of such State as in effect on the
date of the enactment of this Act, it is impossible for
such State to enter into an nt meeting the require-
ments of section 6103(d)X4)B) of the Internal Revenue Code
of 1986 (as added by subsection (a)), and
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(B) it is likely that such State will enter into such
an agreement during the extension period under this
paragraph.

CHAPTER 2—HEALTH C HUMAN RESOURCES, IN-
g%hg% SECURITY, AND C MS AND TRADE PROVI-

Subchapter A—Medicare

SEC. 13500. REFERENCES IN SUBCHAPTER; TABLE OF CONTENTS OF
SUBCHAPTER.

(a) AMENDMENTS TO SOCIAL SECURITY ACT.—Except as other-
wise specifically provided, whenever in this subchapter an amend-
ment is expressed in terms of an amendment to or repeal of a
section or other provision, the reference shall be considered to
Jl;o;ﬂ;::nade to that section or other provision of the Social Security

(b) REFERENCES TO OBRA.—In this subchapter, the terms
“OBRA-1986", “OBRA-1987", “OBRA-1989", an "63RA—-1990"
refer to the Omnibus B t Reconciliation Act of 1986 (Public
Law 99-509), the Omnibus Budget Reconciliation Act of 1987 (Pub-
lic Law 100-203), the Omnibus B t Reconciliation Act of 1989
(Public Law 101-239), and the Omnibus Budget Reconciliation Act
of 1990 (Public Law 101-508), respectively.

(c) TABLE OF CONTENTS OF SUBCHAPTER.—The table of contents
of this subchapter is as follows:

SUBCHAPTER A—MEDICARE
Sec. 13500. References in subchapter; table of contents of subchapter.

PART I—PROVISIONS RELATING TO PART A

through extension.

13506. Graduate medical education payments in hospital-owned community

health centers.
13507. Extension of rural hospital demonstration.
13508. Reduction in part A premium for certain individuals with 30 or more

quarters of Security coverage.

PART 1I—PROVISIONS RELATING TO PART B
SUBPART A—PHYSICIANS' SERVICES

Sec. 13511. Reduction in default update for conversion factor for 1994 and 1995.

Sec. 13512. Reduction in performance standard rate of increase and increase in
maximum reduction permitted in default update.

Sot 15510 Blerats piraaus fr Liscpedation f -

; i paymen inf electrocardiograms.

% 13515. Payments g m&mﬂm and practitioners.

Sec

Sec

Sec. .

Sec. 13505. Hemophilia pass-
Sec.

Sec.

Sec.

Sec. 13517. ion of physician payment provisions to nonparticipating suppli-
ers and other persons.
Sec. 13518. Antigens under physician fee schedule.
SUBPART B—OUTPATIENT HOSPITAL SERVICES

Sec. 13521. Extension of 10 percent reduction in payments for capital-related costs
of outpatient hospital services.

Sec. 13522. Extension of reduction in payments for other costs of outpatient hos-
pital services.
SUBPART C—AMBULATORY SURGICAL CENTER SERVICES

Sec. 13531. Ambulatory surgical center services.
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13571.
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13581.

.

. Oral cancer drugs.
. Clarification of coverage of certified nurse-midwife services performed

. Extension of municipal

PUBLIC LAW 103-66—AUG. 10, 1993

i ignation of certain hospitals as eye or and ear hospitals.
W g ooy ol e b o

BUBPART D—DURABLE MEDICAL EQUIPMENT
t for teral and enteral nutrients, supplies, and equipment
ﬁuring 199:::?1905 .
Revisions to nt rules for durable medical equi t.

. Treatmen bulizers, as and certain ventilators.
. Payment u: oga:mﬁ anr;pliegl mﬂwr suppl.ieg.
. Payments for TENS devices.

Payments for orthotics, prosthetics, and prosthetic devices.
SUBPART E—OTHER FROVISIONS

. Eaomerits Sor dlintont divimentic Mibowatiity: takhe;
Eolataion o Allistmar's Gloanso dumonstrs

tion projects.

outside the maternity

. Increase in annual cap on amount of medicare payment for outpatient
leiul therapy and occupational t.h_eraﬁ services.
A health clinics mdhmnﬂy qualifie th centers.

service demonstration projects.
PArT III—PROVISIONS RELATING TO PARTS A AND B
Medicare as secondary payer.

; Physician ownership and Teferral.
3563, Direct graduate medical _
. Reduction in payments for home health services.

. Immunosuppressi druéthera
; Bl:d{nuchn: ?n paymov?nts ra'ytggopoie tin.

education.

nti
E;hqnng? of social health maintenance organization demonstrations.

. ¢ payment.
. Extension of waiver for Watts Health Foundation.

PART IV—PROVISION RELATING TO PART B PREMIUM
Part B premium.
PART V—PROVISION RELATING TO DATA BANK
Medicare and medicaid coverage data bank.

PART I—PROVISIONS RELATING TO PART A

SEC. 13501. PAYMENTS FOR PPS HOSPITALS,

(a) REDUCTIONS IN PAYMENTS.—
(1) REDUCTIONS IN INFLATION UPDATES.—Section
1886(1:)(3()(13)(1) (42 U.S.C. 1395ww(b)3XB)(1)) is amended—

" i?)sll;bqlau&mg)_ 2.5 ta ts” afte
i) by inse “minus 2.5 percen! ints” r
“market basket percentage in;t’::ease" gtl‘::amﬁr:at. place
it appears, and :
ii) by striking “plus 1.5 percentage points” and
insertin; znun us 1.0 percentage point”;
O by et i a5 afte
i inserting “minus 2. rcentage points” r
“market basket percentage increp:se", a‘:ﬁ po
(ii) by striking “and” at the end;
(C)in sug:lauae &I}—
(i) by striking “and each subsequent fiscal ’year”.
(ii) by inserting “minus 2.0 percentage points” after
“market basket percentage increase”, an
(iii) by striking the period at the end and inserting
a comma; and
(D) by atiding at the end the following new subclauses:

_ “(X1D) for fiscal year 1997, the market basket percentage
am;l‘cireass minus 0.5 percentage point for hospitals in all areas,
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“(XIII) for fiscal year 1998 and each s nt fiscal year
the market basket percentage increase for pitals in
areas.”

(2) UPDATES FOR SOLE COMMUNITY HOSPITALS AND MEDI-
CARE-DEPENDENT, SMALL RURAL HOSPITALS.—

(A) IN GENERAL.—Section 1886(bX38)XB) (42 U.S.C.
1395ww(bX3)B)) is amended by adding at the end the
following new clause:

“(iv) For purposes of subparagraphs (C) and (D), the ‘applicable

tage increase’ is—

(I) for 12-month cost reporting periods during
fiscal years 1986 through 1993, t.he appli le pareent.age
increase 8 ed in clause (ii),

“(II) for fiscal year 1994, the market basket percentage
increase mmus 2.3 pereentage points (tnhgg into account any
ion of the 12-month cost re; during

irear 1993 that occurred during year 1994)

“(III) for fiscal year 1995, the market basket pementage
increase minus 2.2 percentage points, and
“(IV) for fiscal year 1996 and each subsequent fiscal year,
the applicable percentage increase under clause (i).”.
(B) CONFORMING AMENDMENTS.—Section 1886(bX3) (42
U.8.C. 1395ww(b)X3)) is amended—

(i) in sub ph (B)ii), f striking “, (C), (D), ;
= (n‘)l in subparagraph (C)XiXII), by stn]nng or”
e en

(iii) in clause (ii) of subparagraph (C)—

(N triking “period, the target” and insert-
mg“lz’.eby sI:e@gmmng befomgsealyearaﬁmmthe

targe
(II) auh&ar;gmh(B)(}” d
maerhngaubparagrah(Bw, 4 i

(III) by ntnlnng penod at the end of such
clause and l.nneu-t:mﬁJ
(iv) in subparagraph (C), by inserting after clause
(ii) the followmg new clauses:

“(iii) with respect to discharges occurring in fiscal year
1994, thetargetamountfortheeostm period beginning
in fiscal year 1993 increased by the applicable percentage

increase under subparagraph (BXiv), or
“(iv) with res toduchnrguoccurringmﬁsmlyear
h;!gﬁandeachau uentﬁscall; thetheh leamounﬁ
receding year increased by app percen
mcml;se under subparagraph (BXiv).”;

target”,
o (II) by striking “(B)ii)” and inserting “(BXiv)”,
(I1D) b stnkmgthe riodattheendofsuch
lmdy ”; and

vi}maubpangraE:(D) bymsertmgaﬂ:erclau-e
G e et s Barges ' dbeifiing in Bacal
iii) with res occurring in year
1994, the target amount for the cost reporting period beginning
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in fiscal year 1993 increased by the applicable percentage
increase under subparagraph (BXiv).”.

(3) REDUCTION IN FEDERAL PORTION OF CAPITAL PAYMENT
RATE.—Section 1886(gX1XA) (42 U.S.C. 1395ww(gl1XA)) is
amended by adding at the end the following new sentence:

oocu.m.ng after September 30, 1993, the Sec-
retary shall reduce by 7.4 percent the unachusted standard
Federal capital pmnt rate (as described in 42 CFR
412.308(c), as in e on the date of the enactment of the
Omnibus Budget Rseoncxlmhon Act of 1993) and shall (for
hoa ital cost repo: {3 ods beginning on or October

993) rodetsm.una which payment methodology is applied

"pltal under such system to take into account such
reductlon

(b) WAGE INDﬂ HoLD HARMLESS PROTECTION

(1) IN GENERAL.—Section lBBG(d)(BXC) (42 U.S.C.
1395;w{d)(8)(0)) is amended by adding at the end the following
new clause:
“(iv) The application of subpam%:s}; (B) or a decision of the

Medicare Geographic Classification Board or of the Sec-

retary nnder paragraph (1) may not result in a reduction in an

urban area’s wage index if—

42 USC 1395ww
note.

42 USC 1395ww
note.

“(I) the urban area has a wage index below the wage
index for rural areas in the State in which it is located; or

“(II) the urban area is located in a State that is composed
of a gingle urban area.”

(2) No STANDARDIZED AMOUNT ADJUSTMENT.—The Sec-
retary of Health and Human Semuea shall not revise the
fiscal year 1992 or fiscal gear 1993 standardized amounts
pursuant to subsections (dX3)XB) and (d)(B)(D} of section 1886
of the Social Security Act to account for the amendment made

bypa.ragn ph (1).
FFECTIVE DATE.—The amendment made I’ﬁepamg'mph
(1) ggfll apply to discharges occurring on or r October

(c} TRANSITION FOR HOSPITAL OUTLIER THRESHOLDS.—Section

1886(d)X6XA) (42 U.S.C. 1395ww(dX5XA)) is amended—

(1) in clause (i), by stnkmg “The Secretary” and inserting

“For di mn%ecre ﬁscnl years ending on or before
September 30, 1997, the

(2) in clause (n) by stnlnng the iod at the end and
inserting the fo].lowmg' , or, for s in fiscal years
b%gmng on or after October 1, 1994, exceed the a phcable

e(f payment rate plus a fixed dollar amount deter-
mined by the Secre

(3) in clause (m) by striking “shall approximate” and
inse “shall (except as payments under clause (i) are
requi to be reduoetl to take mbo account the requirements
°f°‘?:f°§‘v” ARy o e anithe foll !

at the end the following new clauses:
“(v)"l"(l;;a the day tli Brovids that_f fiscal 1995 shall
outlier percen or 8
be 75 percent of the day outlt:ﬁ-e pereentageye:: fiscal year

J(II) the day outlier percentage for fiscal year 1996 shall

be 50 percent of the day outlier percentage for fiscal year
1994; and
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“(III) the day outlier percentage for fiscal year 1997 shall
Il:oesgiﬁ percent of the day outlier percentage for fiscal year
“(vi) For purposes of this subparagraph, the term ‘day outlier

%ﬁ means, for a fiscal year, the percentage of the total

nts made by the Secretary under this subpara-

graph for that fiscal year which are additional pay-

ments under clause (1) O
(d) EXTENSION FOR REGIONAL REFERRAL CENTERS,— 42 USC 1395ww
(1) EXTENSION OF CLASSIFICATION THROUGH FISCAL YEAR "°%

1994. hospital that is classified as a ional referral

center under section 1886(dX5XC) of the Social Security Act

o ot o iy b’e'“’"ﬂl;m"“ng“‘.‘a"“” & Sacal yeas 1908

cost repo pen uring year
or fiscal year 1994, area in which the hosx}t.:l
is located is t.ed as a Metropolitan Statistical a
by the Office of nt and Budget for such a fiscal
year.

(2) PERMITTING HOSPITALS TO DECLINE RECLASSIFICATION.—
If any hospital fails to qualify as a rural referral center under
section 1886(d)(6XC) of the Social Security Act as a result
of a decision by the Medicare Geographic Classification Review
Board under section 1886(d)10) of sm:h Act to reclassify the
hospital as being located in an urban area for fiscal year
1993 or fiscal year 1994, the Secretary of Health and Human
ices

(A) notify such hospital of such failure to qualify,

(B) provide an opportunity for such hospital to decline
such recfasaiﬁeahon, and

(C) if the hospital—

(i) declines such reclassification, administer the

Social Sect;:nat]y Act (other than section 1886(dX8XD))

for such fi year as if the decision by the Review

Board had not occurred, or

(ii) fails to decline such reclassification, administer

E%e Social Security Act without regard to paragraph

(3) REQUIRING LUMP-SUM RETROACTIVE PAYMENT FOR HOS-
PITALS LOSING CLASSIFICATION.—

(A) IN GENERAL.—In the case of a ital described
in paragraph (1), the Secretary of Health and Human Serv-
ices shall make a lump-sum tmvment to the hospital equal
to the difference between ate payment made
to the hospital under section 1886 of auch Act (excludi
out.her &1& yments under subsection (dX5XA) of such section

period of applicability described in subparagraph

(B] and the t.e pnyment that would have been made
to the hospi such section if, during the period
of apphcabﬂldt); the hospital was c]astnﬁed a regional refer-
ral center under section 1886((1)(5)(0) of such Ant

(B) PERIOD OF APPLICABILITY.—In subpamg;:ph (A),
the “period of applicability” is the
October 1, 1992, and ends on the date of the enactment
of this Act.
(e) EXTENSION FOR MEDICARE-DEPENDENT, SMALL RURAL Hos-
PITALS.—
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(1) EXTENSION OF ADDITIONAL PAYMENTS.—Section
1886(dX5XG) (42 U.S.C. 1395ww(d)(5XQ)) is amended—

(A) in clause (i) in the matter preceding subclause
(I), by striking “ending on or before h&mb 31, 1993,” and
all that follows and inserting the following: “before October
1, 1994, in the case of a subsection (d) hospital which
is a medicare-dependent, small rural hospital, payment
under paragraph (1XA) shall be equal to sum of the
amount determined under clause (ii) and the amount deter-
mined under paragraph (1)(AXiii).”; .

(B) by redesignating clauses (ii) and (iii) as clauses
(iii) and (iv); and

(C) by inserting after clause (i) the following new

use:
W diact:}g:rt;es- koo s vy AN Y
or occurring during -mon
cost reporting periods that begin on or after April 1, 1990,
the amount by which the hospital's target amount for the
cost reporting period (as defined in subsection (b)3XD)) exceeds
the an(;f;l?t termined under aph (1)(A)iii); and |
by or discharges occurring ing any subsequent cos
reporting period (or portion thereof) and re October 1, 1994,
50 percent of the amount by which the hospital’s target amount
for the cost reporting period (as defined in subsection (b)X3)XD))
exceeds the amount determined under paragraph (1)}A)(iii).”.
(2) PERMITTING HOSPITALS TO DECLINE RECLASSIFICATION.—
If any hospital fails to qualify as a medicare-dependent, small
rural hospital under section 1886(dX5XGXi) of Social Secu-
rity Act as a result of a decision by the Medicare Geographic
Classification Review Board under section 1886(d)(10) of such
Act to reclassify the hospital as being located in an urban
area for fiscal year 1993 or fiscal year 1994, the Secretary
of Health and Human Services shall—

(A) notify such hospital of such failure to qualify,

(B) provide an opportunity for such hospital to decline
such reclassification, and

(C) if the hospital declines such reclassification, admin-
ister the Social Security Act (other than section
1886(dX8XD)) for such fiscal year as if the decision by
the Review Board had not occurred.

(3) REQUIRING LUMP-SUM RETROACTIVE PAYMENT.—

(A) IN GENERAL.—In the case of a hospital treated
as a medicare-dependent, small rural hospital under section
1886(dX5XG) of the Social Security Act, the Secretary of
Health and Human Services shall make a lump-sum pay-
ment to the hospital equal to the difference between
aggléagate payment made to the hospital under section
1 of such Act (excluding outlier payments under sub-
section (d)}5)A) of such section) ing the period of
applicability described in subparagraph (H; and aggre
gate payment that would have been made to the hospital
under such section if, during the period of applicability,
section 1886(dX5)G) of such Act had been applied as if
the amendments made by paragraph (1) had been in effect.

(B) PERIOD OF APPLICABILITY.—In subparagraph (A),
the “period of apgéicabi}ity” is, with respect to a_hospital,
the period that begins on the first day of the hospital’s
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first 12-month cost reporting period that begins after April
1;\,‘:‘_'1992. and ends on the date of the enactment of thi

(f) EXTENSION OF REGIONAL FLOOR.—Section 1886(d)X1XAXiii)
(42 U.S.C. 1395ww(d)X1)AXiii)) is amended to read as follows:
“(iii) beginning on or after April 1, 1988, is equal to—
“(I) the national adjusted DRG pmapectave payment
rate determined under paragraph (3) for such discharges,

r

“(II) for discharges occurring during a fiscal year end-
ing on or before September 30, 1996, the sum of 85 percent
of the national nc{:usted DRG pmpechve ent rata

determined under paragraph (3) for such

15 percent of the regional adjusted DRG prospective

ment rate determined under such parwh, but o

the average standardized amount (described in clause (1)(1)

or clause (iiXI) of paragraph (3XD)) for hospitals within

o, B et Soveriny SUUTE & laeil maor sading

or, for occurring during a year

on or before September 30, 1994, the same rural, large

urban, or other urban area) as, the hos 1ta]1sgraater
the average standardized amount ((Eascnbed in the

respective clause) for hospitals within the United States

in that of area for discharges occurring during such
ﬁacalyeatige

SEC. 13502. REDUCTIONS IN PAYMENTS FOR PPS-EXEMPT HOSPITALS,

(a) IN GENERAL.—Section 1886(bX3XB) (42 VU.S.C.
1395‘5‘?@)(3)(3)) as amended by section 13501(a}2XBXi), is
amen ed—

b wriitg “ind” of the eod o sobaasss OID
“and” at the end of subclause ;

(B) ?)sgybclause {IV)-— s
striking “ uent fiscal insert-
1a subsequent year endlyem”ngmzl or before

September 30, 1993,”, and
(ii) by striking the period at the end and inserting
a comma; and
(gmb;f addmg at the end the following new subclauses:
“W) years 1994 through 1997, is the market basket
percentage increase minus the appllcable reductlon (as defined
in clause (v)II)), or in the case of a hospital for a fiscal year
for which the hospital's update adjustment percentage (as
defined in clause (v)I)) is at least 10 percent, the market
baake reentage increase, and
aubaequent fiscal years is the market basket percent-
increase.”; and
(2) by addmg at the end the following new clause:
“(v) For purposes of clause (iiV)—
“{l) a hospital’s ‘update adjustment percentage’ for a fiscal
rcentage by which the hospital’s allowable operat-
mg inpatient hospital services recognized under this
ei‘orthaeustrapomngpenodbegmmngmﬁscalmrlm
exceeds the hospital’s t amount (as determined under
subparagraph (A)) for s cost reportx period, increased
for each fiscal year (beginning with ﬁscalyear1994)bythe
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42 USC 1395yy
note.

42 USC 1395yy
note.

42 USC 1395yy
note.

sum of any of the han:m]s applicable reductions under
subdausa for previous years;
“(II) the ‘applicable reduction’ with mpect to a hospital
for a fiscal year is the lesser of 1 point or the
percentage point difference between t‘}l:oermnt: and tha hos-
ital’s update adjustment percentage for
) EFFECT OF PAYMENT REDUCTION ON Exc::rno AND
.—Section 1886(b)4XA) (42 U.S.C. 1395ww(b)X4XA))
s amend{ed— by inserting “(i)” after “(A)”, and
i r an
(2) by adding at the end the fo]]owmg
“(ii) The payment reductions under paragraph (3XB)ii)V) shall
E:E:l:e eor(m)lgered by the Secretary in making adjustments pursuant
use (i

SEC. 13503. REDUCTIONS IN PAYMENTS FOR SKILLED NURSING
FACILITY SERVICES.

(a) PAYMENTS BASED ON COST LiMITS.—

(1) NO CHANGES IN COST LIMITS.—The Secretary of Health
and Human Services may not provide for any change in the
limits on per diem routine service costs for extended care serv-
ices under section 1888 of the Social Security Act for cost
reporhng penoda beginning du.n.:ghﬁacal years 1994 and 1995,

cept as into account the amend-
ments matill;ﬂzy paragraph (3XA). The effect of the preceding
sentence shall not be considered by the Secretary in
adjustments pursuant to section 1888(c) of such Act to the
payment limits for such services during such fiscal years.

(2) DELAY IN UPDATES.—The last sentence of section 1888(a)
(42 U.S.C. 1395yy(a)) is amended by inserting after “October
1, 1992” the following: “, on or after October 1, 1995,”.

(3) REPEAL OF EXCESS OVERHEAD ALLOCATIONS FOR HOS-
PITAL-BASED FACILITIES.—

. (A) IN GENERAL.—Section 1888(b) (42 U.S.C. 1395yy(b))

is amen

(1) by atnkmg “shall recognize” and inserting “may

n} Eystnhng“(aa determined by” and all that
follows and inserting a period.
siligaragegis (A St "‘1}% oo genonor i gradbl
app cost re
beginning on or after October 1, 1993. pems
(b) PAYMENTS DETERMINED ON PROSPECTIVE BaAsis.—The Sec-
rgtary of Health and Hnm:n Sﬁrvt:m e&mt change the amog:t
of any proapectwe paymen a n facility under
section 1888(d) of Soc:alpmSecunty Act fo?r;nrgneas ﬁumty ished
dunngcostreporhngperiodsbeginnmgdunngﬁscalyem 1994
and 1995, except as may be necessary to take into account the
amendment by subsect.mn (eX1XA).
(c) Emnmnon OF RETURN ON EQUITY FOR PROPRIETARY
SKILLED NURSING FACILITIES.—
(1) REPEAL OF REQUIREMENT FOR RETURN ON EQUITY.—
(A) Section 1881(v)(1)(B) (42 U.8.C. 1395x(v)X(1XB)) is amended
to read as follows:
“(B)Inthacaseofextendedmsemees,tbemguhhons
under subparagraph (A) shall not include provision for specific
recognition of a return on equity capital.”.



PUBLIC LAW 103-66—AUG. 10, 1993 107 STAT. 579

(B) Section 1878(f)(2) (42 U.S.C. 139500(f)(2)) is amended
by striking “the rate of return on gﬁty capital established
by regulation pursuant to section 1861(vX1XB) and in effect
at the time” and inserting “the rate of interest on obligations
issued for purchase by the Federal Hospital Insurance Trust
Fund for the month in which”.
(2) EFFECTIVE DATE.—The amendments made by paragraph 42 USC 1395x
(1) shall take effect October 1, 1993. note.

SEC. 13504. REDUCTIONS IN PAYMENTS FOR HOSPICE SERVICES.

Section 1814(iX1XC) (42 U.S.C. 1395fiX1XC)) is amended by
striking “increased by” and all that follows and inserting the follow-
ing: “increased by—

“(I) for a fiscal year ending on or before September 30,

1993, the market basket percentage increase (as defined in

section 1886(b)3)BXiii)) for the fiscal year;

“(II) for fiscal year 1994, the market basket percentage
increase for the fiscal year minus 2.0 mnhﬁ! ints;

“(III) for fiscal year 1995, the market t percentage
increase for the fiscal year minus 1.5 percentage points;

“IV) for fiscal year 1996, the market basket percentage
increase for the year minus 1.5 percentage points;

“V) for fiscal year 1997, the market t percentage
increase for the fiscal year minus 0.5 percentage point; and

“VI) for a su uent fiscal year, the market basket
percentage increase for the fiscal year.”.

SEC. 13505. HEMOPHILIA PASS-THROUGH EXTENSION.

Effective as if included in the enactment of OBRA-1989, section
6011(d) of such Act is amended by stri.ki.n%e“i! years after the 42 USC 1395ww
date of enactment of this Act” and inserting “September 30, 1994”, note.

SEC. 13506. GRADUATE MEDICAL EDUCATION PAYMENTS IN HOS-
PITAL-OWNED COMMUNITY HEALTH CENTERS.

Section 1886(dX5)XB)iv) (42 U.S.C. 1395ww(dX5)BXiv)) is
amended by inserting after “the hospital” the following: “or provid-
ing services at any entity receiving a grant under section 330
of the Public Health Service Act that is under the ownership or
control of the hospital (if the hospital incurs all, or substantially
all,. dc;f ::1)5 costs of the services furnished by such interns and
residents)”.

SEC. 13507. EXTENSION OF RURAL HOSPITAL DEMONSTRATION.

Section 4008(iX1) of OBRA-1990 is amended by adding at 42 USC1395b-1
the end the following new sentence: “The Secretary shall continue "'
any such demonstration project until at least July 1, 1997.".

SEC. 13508. REDUCTION IN PART A PREMIUM FOR CERTAIN INDIVID-
UALS WITH 30 OR MORE QUARTERS OF SOCIAL SECURITY
COVERAGE.

(a) IN GENERAL.—Section 1818(d) (42 U.S.C. 1395i-2(d)) is
amended—

(1) in the second sentence of paragraph (2), by striking
“Such amount” and inserting “Subject to paragrap£ (4), the
munt of an individual’s monthly premium under this section”;

(2) by adding at the end the following new paragraph:
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“(4)A) In the case of an individual described in subparagraph
(B), the monthly premium for a month shall be reduced by the
applicable reduction percent specified in the following table:

The applicable

reduction

“For a month in: percent is:
25 percent

1995 30 percent
1996 35 percent
199 40 percent
1998 or subsequent year 45 percent.

“(B) An individual described in this subparagraph with respect
to a month is an individual who establiages to the satisfaction
of the Secretary that, as of the last day of the previous month,
the individual— -

“(i) had at least 30 quarters of cover: under title II;

“(ii) was married (and had been married for the previous
li_year period) to an individual who had at least 30 quarters
of coverage under such title;

“(iii) had been married to an individual for a period of
at least 1 year (at the time of such individual’s death) if
at such time the individual had at least 30 quarters of coverage
under such title; or

“(iv) is divorced from an individual and had been married
to the individual for a period of at least 10 years (at the
time of the divorce) if at such time the individual had at
least 30 quarters of coverage under such title.”.

(b) EFFECTIVE DATE.—The amendments made by this section
shall apply to monthly premiums under section 1818 of the Social
Security Act for months gegmmng with January 1, 1994,

PART II—PROVISIONS RELATING TO PART B
Subpart A—Physicians’ Services

SEC. 13511. REDUCTION IN DEFAULT UPDATE FOR CONVERSION FAC-
TOR FOR 1884 AND 1995.

(a) IN GENERAL.—Section 1848 (42 U.S.C. 1395w-4) is
amended—
(1) in subsection (dX3)A)—
(A) in clause (i), by striking “clause (iii)” and inserting
“clauses (iii) through (v)”, and
(B) by adding at the end the following new clauses:
“(iv) ADJUSTMENT IN PERCENTAGE INCREASE FOR
1994.—In applying clause (i) for services furnished in
1994, the percentage increase in the appropriate
update index shall be reduced by—
“(I) 3.6 percentage points for services included
in the category of surgical services (as defined
for p of subsection (jX1)), and
“(II) 2.6 percentage points for other services.
“(v) ADJUSTMENT IN PERCENTAGE INCREASE FOR
1995.—In applying clause (i) for services furnished in
1995, the percentage increase in the appropriate
update index shall be reduced by 2.7 percentage points.

“(vi) EXCEPTION FOR CATEGORY OF PRIMARY CARE
SERVICES.—Clauses (iv) and (v) shall not apply to serv-
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ices included in the ca

of p care semces
(as defined for {l.ybnecl:lon (J 1)).”;

(2) in ;url;aechon ﬁl}, by striking u t.h m?)' and insert-
ing “Secre and including anesthesia services), primary care
services (as defined in section 1842(i}(4)),”.

) (b) EFFECTIVE DATES.—The amendments made by this section 42 USC 1395w-4
&aly to services furnished on or after January 1, 1994; ©"ote
except that amendment made by subsection (a)(2) aha]] not apply—-

(1) to volume performance standard rates of increase estab-
lished under section 1848(f) of the Social Security Act for fiscal
years before fiscal year 1994, and

(2) to adjustment in npdates in the conversion factors for
thmmns services under section 1848(d}3XB) of such Act

ysiciang’ gervices to be furnished in calendar years before

BEC. !.8518. REDUCTION IN PERFORMANCE STANDARD RATE OF
INCREASE AND INCREASE IN MAXIMUM REDUCTION
PERMITTED IN DEFAULT UPDATE.

(a) REDUCTION IN PERFORMANCE STANDARD FACTOR.—Section
1848(1‘)(2)(13) (42 U.S.C. 1395w-—4(ﬂ(2)(B)) is amended—
(1) by striking “and” at the end of clause (ii), and
(2) by stnkmg clause (iii) and inserting the followmg*
“(iii) for 1998 is 2 percentage points,
“(iv) for 1994 is 3%z percentage points, and
l“(\.') for each succeeding year is 4 percentage

(b) INCREASE IN MAXIMUM RED PERMITTED IN DEFAULT
UPDATﬁd —Section 1848(d)(3)(B)(u) (42 U S C. 1395w—4(dX3XB)Xii))
18 ame

(1) in subclause (II) or 1995”7, and
(2) in subclause ( el:y“k;?nghngﬂ”andmurﬁng“ﬁ
SEC. 13513. PRACTICE EXPENSE RELATIVE VALUE UNITS.

Section 1848(cX2) (42 U.S.C. 1395w—4(cX2)) ie amended by
adding at the end the following new sub; ph:
“(E) REDUCTION IN PRACTICE EXPENSE RELATIVE VALUE
UNITS FOR CERTAIN SERVICES.—
“(i) IN GENERAL.—Subject to clause (ii), the Sec-
retary shall reduce the practice relative value
units applied to services descril in clause (iii) fur-

“(I) 1994 26 t of the number by
which th ce expense relative
value umts (dete for 1994 without regard
to this svuﬂ)amgrnph) exceeds the number of work
relative value units determined for 1994,

“(II) 1995, by an additional 25 pereent of such
excess, and

“I1II) 1996, by an additional 25 percent of such
excess.

“(ii) FLOOR ON mucnons.—'l‘he practice
relative value units for a m
be reduced under this subparagra htoanumberlesa
thants 128 percent of the number of work relative value
uni

“(iii) SERVICES COVERED.—For purposes of clause
(i), the services described in this clause are physicians’
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services that are not described in clause (iv) and for
which—

“(I) there are work relat.we value units, and

“(II) the number of practice expense re relative

value units (determined for 1994) exceeds 128 per-

cent of the number of work relative value units

(determined for such year).

“(iv) EXCLUDED SERVICES.—For purposes of clause
(iii), the services described in this clause are services
which the Secretary determines at least 75 percent
of which are provided under this title in an office
setting.”.

SEC. 18514. SEPARATE PAYMENT FOR INTERPRETATION OF ELECTRO-

CARDIOGRAMS,

(a) IN GENERAL.—Paragr Fh (3) of section 1848(b) (42 U.S.C.

1395w—4(b)) is amended to
“(3) TREATMENT OF INTERPRETATION OF ELECTROCARDIO-

as follows:

GRAMS.—The Secretary—

“(A) shall make separate payment under this section

for the interpretation of electrocardiograms performed or
ordered to be performed as part of or in conjunction with
a visit to or a consultation with a physician, and

“B) shall adjust the relative values established for

vigits and consultations under subsection (c) so as not
to include relative value units for interpretations of electro-
cardiograms in the relative value for visits and consulta-
tions.”,

(b) ASSURING BUDGET NEUTRALITY.—Section 1848(cX2) (42
U.S.C. 1395w—4(c)2)), as amended by section 13513, is further
amended by adding at the end the following new suiu:namgm_Fhe

ADJUSTMENTS

(c)

“F) BUDGET NEUTRALITY

tary—

“(i) shall reduce the relative values for all services
(other than anesthesia services) established under this
paragraph (and, in the case of anesthesia services,
the conversion factor established by the Secretary for
such services) by such percentage as the Secrem
determines to be necessary so that, beginning
the amendment made by section 13514(a) of the Omni-
bus Budget Reconciliation Act of 1993 would not result
in expenditures under this section that exceed the
amount of such expenditures that would have been
made if such amendment had not been made, and

“(ii) shall reduce the amounts determined under
subsection (a}2)BX)iiXI) by such percentage as the
Secretary determines to be required to assure that,
taking into account the reductions made under clause
(i), the amendment made by section 13514(a) of the
Omnibus Budget Reconciliation Act of 1993 would not
result in expenditures under this section in 1994 that
exceed the amount of such expenditures that would
ha\:lee been made if such amendment had not been

CONFORMING AMENDMENTS.—Section 1848 (42 U.S.C.

1395w-—4) is amended—
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(1) in subsection (a)}2)BXii)}I), by inserting “and as
adjusted under subsection (c)2)F)ii)” after “for 1994”;
(2) in subsection (c)2)XAXi), by adding at the end the
following: “Such relative values are subject to adjustment under
subparagraph (F)(i).”; and
(3) in subsection (iX1XB), by adding at the end “including
adjustments under subsection (c)}2)F),”.
(d) EFFECTIVE DATE.—The amendments made by this section 42 USC 1395w-4
shall apply to services furnished on or after January 1, 1994, ot

SEC. 13515. PAYMENTS FOR NEW PHYSICIANS AND PRACTITIONERS.

(a) EQUAL TREATMENT OF NEW PHYSICIANS AND PRACTITION-
ERS.—(1) Section 1848(a) (42 U.S.C. 1395w—4(a)) is amended by

: h (4).
(@ Bection 'iwl%? (42 US.C. 1395u(bX4)) is amended by

subpar p :

(b) BUDGET ﬁm:rmm ADJUSTMENT.—Notwithstanding any 42 USC 1395u
other provision of law, the Secretary of Health and Human Services "°te-
shall reduce the following values and amounts for 1994 (to be
applied for that year and subsequent years) by such uniform
percentage as the Secre determines to be required to assure
that the amendments made by subsection (a) will not result in
expenditures under part B of title XVIII of the Social Security
Act in 1994 that exceed the amount of such expenditures that
would have been made if such amendments had not been made:

(1) The relative values established under section 1848(c)
of such Act for services (other than anesthesia services) and,
in the case of anesthesia services, the conversion factor estab-
lished under section 1848 of such Act for such services.

(2) The amounts determined wunder  section
1848(%))(%3)69(1) of such Act. Tt Lo

e prevailing charges or fee e amoun

applied under such part for services of a health care practitioner

(as defined in section 1842(b)4XF)iiXI) of such Act, as in

effect before the date of the enactment of this Act).

(c) CONFORMING AMENDMENTS.—Section 1848 (42 U.S.C.
1395w—4), as amended by section 13514(c), is amended—

(1) in subsection (a)}(2XBXiiXI), by inserting “and under
section 13515(b) of the Omnibus Budget Reconciliation Act
of 1993 after “subsection (c)2)}F)Xii)”;

(2) in subsection (cX2XAXi), by inserting “and section
13515(b) of the Omnibus B t Reconciliation Act of 1993
after “under subparagraph (FXi)”; and

(3) in subsection (i}(1)X(B), by inserting “and section 13515(b)
of the Omnibus Budget m tion Act of 1993” after “under
subsection (cX2XF)".

(d) EFFECTIVE DATE.—The amendments made by subsection 42 USC 1395u
(a) shall apply to services furnished on or after January 1, 1994, note

SEC. 13516. PAYMENTS FOR ANESTHESIA.

(a) PAYMENT TO A PHYSICIAN FOR MEDICAL DIRECTION.—

1) lﬁs;mm—&ﬁigi:ﬁ{l%a) (42 Ugecd bl;i95w—4(a)),
as amen section aX1), is amen adding at
the end the folﬁ\wing new paragraph:

“(4) SPECIAL RULE FOR MEDICAL DIRECTION.—

“(A) IN GENERAL.—With respect to physicians’ services
furnished on or after January 1, 1994, and consisﬁn%hgf
medical direction of two, three, or four concurrent anesthe-

69-194 O - 94 - 20 : QL. 3 Part ]
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sia cases, the fee schedule amount to be applied shall
be e%u&l)to one-half of the amount described in subpara-
gra
p“(B) AMOUNT.—The amount described in this su a-
graph, for a physician’s medical direction of the orm-
ance of anesthesia services, is the following exrcen
of the fee schedule amount otherwise applicable under
this section if the anesthesia services were personally per-
formed by the physician alone:
2;1) For services furnished during 1994, 120 per-
cent.
“(ii) For services furnished during 1995, 115 per-
cent.
“(iii) For services furnished during 1996, 110 per-
cent.
“(iv) For services furnished during 1997, 105 per-
cent.
t“(v) For services furnished after 1997, 100 per-
cent.”.
(2) ELIMINATION OF REDUCTION FOR MEDICAL DIRECTION

OF MULTIPLE NURSE ANESTHETISTS AND ESTABLISHMENT OF

CONSISTENT BASE AND TIME UNITS.—Paragraph (13) of section

1842(b) (42 U.S.C. 1395u(b)) is amended—

(A) by striking subparagraphs (A) and (B) and inserting
the following:

“(13XA) In determining payments under section 1833(1) and
section 1848 for anesthesia services furnished on or after January
1, 1994, the methodology for determining the base and time units
used shall be the same for services furnished b physicians, for
medical direction by physicians of two, three, or four certified reg-
istered nurse anesthetists, or for services furnished by a certified
registered nurse anesthetist (whether or not medically directed)
and shall be based on the methodolo, utgy effect, for anesthesia
services furnished by physicians, as of the date of the enactment
of the Omnibus Budget Reconciliation Act of 1993.”;

(B) by mdeslgnatmg subparagraph (C) as subpara-
graph (B}' and

by striking “subparagraph (A) or (B)” in subpara-

g?yh (B) (as so redesignated) and inserting “subparagraph

(b) PAYMENT TO A CERTIFIED REGISTERED NURSE ANESTHETIST
FOR MEDICALLY DIRECTED SERVICES.—Section 1833(1X(4XB) (42
US.C. 1%511)51(1)(‘:?&)(3)) ts)arélended— LR S04

in clause (i), by inserting “ ore January 1, 1994,”

after “1991,”;

(2) in clause (ii)}—

(A) by adding “and” at the end of subclause (II),

(B) by striking the comma at the end of subclause
(III) and inserting a period, and

(C) by striking subclauses (IV) through (VII); and
(3) by adding at the end the following new clause:

“iii) In the case of services of a certified registered nurse
anesthetist who is medically directed or medically supervised by
a physician which are furnished on or after January 1, 1994, tha
fee schedule amount shall be one-half of the amount described
in section 1848(a)(5)B) with respect to the physician.”.
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SEC. 13517. EXTENSION OF PHYSICIAN PAYMENT PROVISIONS TO
NONPARTICIPATING SUPPLIERS AND OTHER PERSONS,

(a) IN GENERAL.—Section 1848 (42 U.S.C. 1395w—4) is
amended—
(1) in subsection (a)(3)—
A) in the heading, by inserting “AND SUPPLIERS” after
(B?Il:;s rting “ li th
inse! or a nonparticipa er or other
person” after “nonparticipati phy anclp
(C) by addmgattheen thefollomng'“lnthecaue
of physmans services (including services which the Sec-
retary excludes pursuant to subsection (jX3)) of a
nonparticipating p ysman, supplier, or other person for
which' payment is made under this part on a basis other
than the fee schedule amount, the payment shall be based
on 95 percent of the payment basis for such services
furmshed by a participating physician, supplier, or other

rson.” i
fe) u(li:) b m;:;'t(lg )(1)_ part: li th
v ng “or nonparticipa supplier or other
mi!‘tl (as defined m aechontmgm 1X2))” after
on cipating p cian”,

83 oarti hé::lc luding services which the Secretar;y
excludes ,Pursuant to subsection (jX3),” after “physician’s
services (*,

(©) by “ supplier, or other person” after
“suc

h physi

(IB gy addmg at the end the following: “In applying
this subparagraph, any reference in such section to a physi-
cian is deemed also to include a referenee to a supplier

or other person under this sub;

(8) in piubsechnn (g)(Z)(CI E “or for
2:;1part1c:pahng supp ers other persona after

T

cipating physicians
4) in subsection (g)(Z)(f)), by inserting “(or, if ent
under this part is made on a basis other than the fee ule
under this section, 95 percent of the other payment basig)”
after “subsection (a)
®)i m subeectmn (h)— AR " "
rtmiornon cipa plier or other
n furms manspservmeu (as degned in section
848(%)(3))” after hysman the first place it appears,
rting “, supplier, or other person” after
hymc:an the second place it appears, and
(C) by inserting “, suppliers, and other persons” after
g o the second place % it appears and
(6) in subsection (jX3), ﬁmserhng 4 dg
of subsections (a)(3) (), and (h)” after “tests an
(b) CONFORMING DEFINITION.—Section 1842(iX2) (42 U.S.C.
1395u(iX2)) is amended—
d(1 by striking “, and the term” and inserting “; the term”,

(2) b mnem.ng before the period at the end the following:
“ and the term ‘nonparticipating supplier or other person’
means a supplier or other person (excluding a provider of
services) that is not a arhmpatmg physician or supplier (as
defined in subsection (h)X1))”".

t for purposes
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42 USC 1395w-4
note.

42 USC 1395w-4
note.

42 USC 1395w-4
note.

42 USC 13951
note.

42 USC 13951.

(c) EFFECTIVE DATE.—The amendments made by subsection
(a) shall apply to services furnished on or after January 1, 1994.

SEC. 13518. ANTIGENS UNDER PHYSICIAN FEE SCHEDULE.

(a) IN GENERAL.—Section 1848()(3) (42 U.S.C. 1395w—4()3))
is amended by inserting “(2XG),” after “(2XD),”

(b) BUDGET NEUTRALITY ADJUSTMENT IN 1995.—Notwithstand-
ing any other provision of law, the Secretary of Health and Human
Services shall implement the amendment made by subsection (a)
in a manner to assure that such amendment will result in e nch-
tures under part B of title XVIII of the Social Security
1995 for services described in such amendment that shall be ual
to the amount of expenditures for such services that would have
been made if such amendment had not been made.

(c) EFFECTIVE DATE.—The amendment made by subsection (a)
shall apply to services furnished on or after January 1, 1995.

Subpart B—Qutpatient Hospital Services

SEC. 13521. EXTENSION OF 10 PERCENT REDUCTION IN PAYMENTS
FOR CAPITAL-RELATED COSTS OF OUTPATIENT HOS-
PITAL SERVICES.

Sect.mn 1861(vX1XS)iiXI) (42 U.S.C. 1395x(vX1XS)iiXI)) is
amended striking “fiscal year 1992, 1993, 1994, or 1995” and
"ﬁ‘;ml years 1992 through 1998".
SEC. 13522. EXTENSION OF REDUCTION IN PAYMENTS FOR OTHER
COSTS OF OUTPATIENT HOSPITAL SERVICES.
Section 1881(?)(1)(8)(11)([1) (42 U.S.C. 1395!(\0(1)(8)(11)(11)) is

amended by striking , 1992, 1993, 1994, or 1995” and inserting
“through 1998”.

Subpart C—Ambulatory Surgical Center Services

SEC. 13531. AMBULATORY SURGICAL CENTER SERVICES.

The Secretary of Health and Human Services shall not provide
for any inflation update in the payment amounts under subpara-
ghs (A) and (B) of section 1833(i1X2) of the Social Security Act
or fiscal year 1994 or for fiscal year 1995.
SEC. 13532. DESIGNATION OF CERTAIN HOSPITALS AS EYE OR EYE
AND EAR HOSPITALS,

(a) IN GENERAL.—Section 1833(i) (42 U.S.C. 1395l(i)) is
amended—

(1) in &aragraph (BXBXii)—
in the matter precequ' subclause (I), by striki
'(‘L:];”e la%t sentence of this clause” and inserting “ nﬁ
an
(B) by the last sentence; and

(13) by m.eemng r paragraph (3) the following new para-

“(4)(AJ In the case of a hospital that—

“(i) makes application to the Secretary and demonstrates
that it specializes in eye services or eye and ear services (as
determined by the Secretary),

“(ii) receives more than 30 percent of its total revenues
from outpatient services, and

“(iii) on October 1, 1987—
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“(I) was an eye specialty hospital or an eye and ear
specialty hospital, or
"(I]{was operated as an e¥e or eye and ear unit (as
defined in subparagraph (B)) of a general acute care hos-
pital which, on the date of the application described in
clause (i), operates less than 20 percent of the beds that
the hospital operated on October 1, 1987, and has sold
or otherwise disposed of a substantial portion of the hos-
pital’s other acute care operations,
the cost proportion and ASC ]Jn'o rtion in effect under subclauses
(I) and (ﬁ) of paragraph (3)XB)(ii) for cost reporting periods begin-
ning in fiscal year 1988 shall remain in ectformatrgporﬁng
1{31;& beginning on or after October 1, 1988, and before January
“(B) For purposes of this subparagraph (A)iii)(II), the term
‘eye or eye and ear unit’ means a physically separate or distinct
unit containing separate surgical suites devoted solely to eye or
eye and ear services.”.
(b) EFFECTIVE DATE.—The amendments made by subsection 42 USC 1395/
(a) shall apply to portions of cost reporting periods beginning on "ot
or after January 1, 1994.
SEC. 13533. REDUCTION IN PAYMENTS FOR INTRAOCULAR LENSES,

Notwithstanding section 1833(i1X2)(AXiii) of the Social Security
Act, the amount of payment determined under such section for
an intraocular lens inserted subsequent to or during cataract sur-
gery in an ambulatory surgical center on or after January 1, 1994,
and before January 1, 1999, shall be equal to $150.

Subpart D—Durable Medical Equipment

SEC. 13541. PAYMENT FOR PARENTERAL AND ENTERAL NUTRIENTS, 42 USC 1395m
SUPPLIES, AND EQUIPMENT DURING 1894 AND 1885, note.

In determining the amount of ent under part B of title
XVIII of the Social Security Act with respect to teral and
enteral nutrients, sugs]ies and equigment during 1994 and 1995,
the charges determined to be reasonable with res to such nutri-
ents, supplies, and equipment may not exceed the charges deter-
mined to be reaso e with respect to such nutrients, supplies,
and equipment during 1993.

SEC. 13542. REVISIONS TO PAYMENT RULES FOR DURABLE MEDICAL
EQUIPMENT.

(a) BASING NATIONAL PAYMENT LIMITS ON MEDIAN OF LOCAL
PAYMENT AMOUNTS.—

(1) INEXPENSIVE AND ROUTINELY PURCHASED ITEMS; ITEMS
REQUIRING FREQUENT AND SUBSTANTIAL SERVICING.—(A) Para-
gn;,ghs (2XC)IXII) and (3XCXiXII) of section 1834(a) (42 U.S.C.

395m(a)) are each amended—
(i) by striking “1992” the first place it appears and

inserting“1992, 1993, and 1994”; and
(ii) by striking “1992” the second place it appears and
inserting “the !
(B) angraphs (2XCXii) and (3XCXii) of section 1834(a)
(42 U.S.C. 1395m(a)) are each amended—

@) bz iking “and” at the end of subclause (I);
d(ii) y redesignating subclause (II) as subclause (IV);
an
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(iii) by inserting after subclause (I) the following new

subclauses:

“II) for 1992 and 1993, the amount deter-
mined under this clause for the preceding ye
increased by the covered item update for auch
su uent year,

“IID) for 1994, the local payment amount
determined under clause (i) for s item or devioe
for that year, except that the national limited
ment amount may not exceed 100 percent o th
median of all local payment amounts determined
under such clause for such item for that year and
may not be less than 85 percent of the median
of all local Payment amounts determined under
such clause for such item or device for that year,

and”.
(2) MISCELLANEOUS DEVICES AND ITEMS.—Section
1834(&)(3) (42 U S. C 1395m(a)8)) is amended—
ph (A)(u)(IH) by striking “1992” and
"199 and 1994
{B)l?)w tnkmg d")_tthe d of cla (}
i) by s and” a end of clause (i
(i) b redesmnah.zﬁ:huse (ii) as (iv), and
(m) y inserting r clause (i) the following new

“{u) fgr 1992 and 1993, the amount determmad

under subparagraph for the
increased by the co item update for such mﬁ
t 3
quanﬂ(mr 1994, the local purchase price computed
under su ph (AXii) i‘or the wem for the year,
except that s national limited ?nee may
notaxceedIOOpereentofthemedmnofal.l ocal pur-
chaaapnm;l;:omu for({:.he:tamtbu;z?::ssuch
subparagraph for and may no than
%mmntofthememofaﬂlocal
computed under such subparagraph the 1tem for
the year; and”.
(3) OXYGEN AND OXYGEN EQUIPMENT.—Section 1834(a)9)
(42U.S.C. 1395m{a)(9)) is amended—
h (A)XID), 393t:nkmg “1991 and
1992 and msarhng 991 1992, 1 and 1994”; and
(B) in subparagraph (B)—
(i) by atnlnng “and” at the end of clause (i),
(n) bg clause (ii) as (iv), and
r clause (i) the followmg new

"(u) 1;l:!l‘or 1992 and 191!:3 f|;1:|e tﬁmou.nt determined
under this a or the preceding
mcreased coveretf item update for such snm

que:

"(ui) for 1994, the local monthly nt rate
computed under suhparagraph (AXii) for item for
the year, except that such national limited monthly

payment rate not. exceed 100 percent of the
medlan of all lﬂ

yment rates computed
for the item under such sngamgmph for I'.he year
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and may not be less than 85 percent of the median
of all local monﬂ payment rates computed for the
item under such subparagraph for the year; and”.
(b) EFFECTIVE DATE.—The amendments made b 3941:1115 section 42 USC 1395m
shall apply to items furnished on or after January 1, 1 note.

SEC. 13543. TREATMENT OF NEBULIZERS, ASPIRATORS, AND CERTAIN
VENTILATORS,

(a) IN GENERAL.—Section 1834(aX3)XA) (42 U.S.C.
1395m(aX3XA)) is amended by striking “ventilators, aspirators,
IPPB machines, and nebulizers” and inserting “IPPB machines
and ventilators, excluding ventilators that are either continuous
airway pressure devices or intermittent assist devices with continu-
ous airway pressure devices”.

(b) PAYMENT FOR AGCESSORES RELATING TO NEBULIZERS,
ASPIRATORS, AND CERTAIN VENTILATORS.—Section 1834(a)(2)(A) (42
U.s.C. 1395m(a)) is amended—

(1) by stnkmq"‘or" at the end of clause (i),
(2) by adding “or” at the end of clause (ii), and
(3) by inserting after clause (ii) the fi lfomngnewclause
“(iii)) which is an accessory used in conjunction
wnth a nebuhzer aspirator, or a ventilator excluded

(3
(©) Em:-‘nc'r:vn Pl'he amendments made by this section 42 USC 1395m
shall apply to items furmahed on or after January 1, 1994. note.

SEC. 13544. PAYMENT FOR OSTOMY SUPPLIES AND OTHER SUPPLIES,

(a) OstoMYy SUPPLIES, TRACHEOSTOMY SUPPLIES, AND
UROLOGICALS.—

(1) IN GENERAL.—Section 1834(h)X1) (42 U.8.C.
1395m(h)X1)) is amended by adding at the end the following
new sub ph:

EXGEPTION FOR CERTAIN m:us.—Paymant for

tomtesupphas. tracheostomy supphea and (ﬁ?

with s

(C) of section 1834(a)X2).”.

use 1%3?1‘0(%){%“ mgzd_bsechomhngn I%XIXB) o5
m is amen subparagrap
(C),” and inserting phs (C) and (E),".

3) EFPECTIVE DATE amendments made by this sub- 42 USC 1395m
sectml : 99:; shall apply to items furnished on or after January note
(b) SURGICAL DRESSINGS.—

(1) IN GENERAL—Section 1834 (42 U.S.C. 1395m) is
amended by adding at the end the following new subsection:
“(i) PAYMENT FOR SURGICAL DRESSINGS.—

“(1) IN GENERAL.—Payment under this subsection for sur-
gical dressings (described in section 1881(3)(5)) shall be made
in a lump sum amount for the purchase of the item in an
amount equal to 80 percent of the lesser of—

A) the actual charge for the item; or
“B) a t amount determined in accordance with

the :matlmg%'1 described in subparagraphs (B) and (C)

of subsection (aX2) (exetzgt that in applying such methodol-

ogy, the national limi nt amount referred to in
sucfl subparagraphs shall be initially computed based on

'B:yment amounts using av reasonable
month period ending mber 31, 1
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42 USC 13951

42 USC 13951
note.

42 USC 1395m
note,

42 USC 13951.

42 USC 13951.

increased by the covered item updates described in such
subsection for 1993 and 1994).
“2) ExCEPTIONS.—Paragraph (1) shall not apply to surgical
dressings that are—
“(A) furnished as an incident to a physician’s profes-
sional service; or
“(B) furnished by a home health agency.
(2) CONFORMING AMENDMENT.—Section 1833(3)(1} (42
U.S.C. 13951(aX1)) is amended—
(A) by striking “and” before “(N)”;
) with resgect to the matter inserted by section
4155(h)(2)§13) of O RA-I% 3 jog * (OF, and
(¢1 striking and inserting an
(i1) h; tranafernng it and inserting it (as amended)
before the semicolon at the end; and
pat by maerhnﬁ)beﬁgle the sam:t;olon at the end the
ollo with res
the ammounta id shall be the amountasg:gltermnedmumr
section 1834(i)".
(3) EFFECTIVE DATE.—The amendments made by this sub-
ieclhs‘ﬁ shall apply to items furnished on or after January

SEC. 13545. PAYMENTS FOR TENS DEVICES.

(a) IN GENERAL.—Sectmn 1834(a)1XD) (42 US.C.
1395m(a)(1XD)) is amended by stnking “156 percent” the second

place it appears and i “45 percent”
(b) EFFECTIVE DATE.— amend.ment made by subsection (a)
shall apply to items furnished on or after January 1, 1994.

SEC. 13548. PAYMENTS FOR ORTHOTICS, PROSTHETICS, AND PROS-
THETIC DEVICES.,

Section 1834(h)(4)(AJ (42 US.C. 1395m(h)(4)(A)) is amended—
(1) in clause (i), b
(2) in clause (u), gy stnkmg a subaequent year” and insert-
ing “1992 and 1993”;
(3) by adding at the end the following new clauses:
:?n) gr 1994 and 19?5 0 petlfent, and
iv) for a subsequen @ increase
in the consumer price in for nﬁ urba!tfg:msumers
(United States city average) for the 12-month period
ending with June of the previous year;”.

Subpart E—Other Provisions

SEC. 13551. PAYMENTS FOR CLINICAL DIAGNOSTIC LABORATORY
TESTS.

(a) UPDATE FREEZE.—Section 1833(h}2)AXii) (42 U.S.C.
- ::H&Iﬁng d” at the end of subcla
an " at the en use (
(2) mkmﬁ period at the end of suf;clause (I1D)
and inse
(3) by i at the end the following new subclause:
“(IV) annual adjustment in the fee schedules deter-
mined under clause (i) for each of the years 1994 and 1995
sha]lbeOpemnt.
(b) LOWER CAP—Section  1833(hX4)XB) (42 U.S.C.
13951(h)X4)XB)) is amended—
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(1) by striking “and” at the and of clause (m),

(2) by striking clause (iv) and msemn%

“(w) after December 31, 1990, and before January l 1994,

ual to 88 percent of such median,

(v) after ber 31, 1993, and before January 1, 1995,
is ualtoBd.percentofsucilm

(vi) after December 31, 1994, and before January 1, 1996,

ualtoSOpereentofsuchmedmn and

(vii) after December 31, 1995, is equal to 76 percent of
such median.”.

SEC. 13552. EXTENSION OF ALZHEIMER'S DISEASE DEMONSTRATION
PROJECTS.

Section 9342 of OBRA-1986, as amended by section 4164(a)2)
of OBRA-1990, is amended— 42 USC 1395b-1
(1) in ‘subsection (cX1), by striking “4 years” and inserting "ot
“6 years”; and
(2) in subsection () —
hoe by stnkmg “$55,000,000” and inserting

000,0007, an
(B) Ystnkmg“$3000000”a.ndmsertmg“$5000000”
SEC. 13553. ORAL CANCER DRUGS.

(a) NEw COVERAGE OF CERTAIN SELF-ADMINISTERED
AN'I'IC&\NBdCER DRUGS.—Section 1861(sX2) (42 U.S.C. 1395(s)2)) is 42 USC 1395x.
amen

(1) by striking “and” at the end of subparagra h (0);

(2) by adding “and” at the end of subparagr ufh ®); and

(3) by adding at the end the follo new s

“(Q) an oral drug (which is approved by the Fede ood
and Drug Administration) prescri for use as an anticancer
chemotherapeutic agent for a given indication, and containing
an active ingredient (or ingredients), which is the same indica-
tion and active ingredient (or ingredients) as a drug which
the enmer determines wou]d be covered pursuant to subpara-

E] (A) or (B) if the drug could not be self-administered;”.

ﬁ? NIFORM COVERAGE OF “OFF-LABEL” ANTICANCER DRUGS.—
Section 1861(t) (42 U.S.C. 1395x(t)) is amended—

(1) by inserting “(1)” after “(t)”;
(2) by B iki “‘(m)(5) of this section” and inserting “(mX5)

and? 2);

3) by addmg at t.he end the following new aph:
“(2XA) For urposes of paragr ea{:h (1), the term ° ag
includes any srugs or biologi in an anticancer
chemotherapeutic regimen for a medlcally accepted indication (as
described in subpa.ragraph (B)).

"(B)Insubparagm [A),theterm‘medacallyawe ted indica-
tion’, with respect to &euseo f a drug, in udasanyuaewh:ch
has been approved by the Food and Drug Administration for the

E Eluljlq'!() the dﬁ?hasﬁmhe vedglfb the Food and D

i n appro y the and Drug

Administration; and

“Gii)I) such use is supported by one or more citations which
are included (or approved for inclusion) in one or more of
the following compendia: the American Hospital Formulary

%.;-ug Eval Elnfo mmnbmhdAné:am l.%arma}:opoe Dr:ﬁhon

valuations, ni ia-

Information, and other authoritative compendia as identifi
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42 USC 1395x
note.

42 USC 1395x
note.

42 USC 13951
note.

42 USC 1395x

note.

42 USC 1395b-1
note.

by the Secretary, unless the Secretary has determined that
the use is not medically appropriate or the use is identified
as not indicated in one or more such compendia, or
“(II) the carrier involved determines, based upon guidance
provided by the Secretary to carriers for determining accepted
usesofdmfﬁlthatsuchuseismedwall' ym@buejon
supportive clinical evidence in gar reviewed medical literature
ap; ing in publications which have been identified for pur-
poses of this subclause by the Secretary.
The Secretary revise the list of compendia in clause (iiXI)
as is %ppropnate or identifying medically accepted indications for

(¢) EFFECTIVE DATE.—The amendments made by subsections
(Ia)1 ggf (b) shall apply to items furnished on or after January

SEC. 13554. CLARIFICATION OF COVERAGE OF CERTIFIED NURSE-MID-

WIFE SERVICES PERFORMED OUTSIDE THE MATERNITY
CYCLE.

(a) IN GENERAL.—Section 1861(gg)2) (42 U.S.C. 1395x(gg)(2))
is amended by striking “, and performs services” and that
follows and inserting a period.

EFFECTIVE DATE.—The amendment made by subsection (a)

shall apply to services furnished on or after January 1, 1994.

SEC. 13555. INCREASE IN ANNUAL CAP ON AMOUNT OF MEDICARE

PAYMENT FOR OUTPATIENT PHYSICAL THERAPY AND
OCCUPATIONAL THERAPY SERVICES.

(a) INCREASE IN ANNUAL LIMITATION.—Section 1 ) (42

U.S.C. 1395l(g)) is amended by striking “$750” and inserting “$900”
lace it appears.

) EFFECTIVE DATE.—The amendment made by subsection (a)

shall apply to services furnished on or after January 1, 1994.

SEC. 13566. RURAL HEALTH CLINICS AND FEDERALLY QUALIFIED
HEALTH CENTERS.

(a) IN GENERAL.—Paragraph (4) of section 1861(aa) (42 U.S.C.
lsgﬁx(u(){)iimtrﬂd r” at the end of subpar h (B)
Y 8! ng “or” a end of sul p -

(2) by striking the period at the end of subparagraph (C)

and mserh% “yor”; and
(3) by adding at the end the following new subparagraph:
“(D) is an outpatient pr?ig'mmorf ili rated
by a tribe or tribal organization under the Indian ~Deter-
mination Act or an urban Indian organization receiving
Amcl:,.q’s under title V of the Indian Health Care Improvement

(b) EFFECTIVE DATE.—The amendments made by subsection
(a) shall take effect as if included in the enactment of section
4161(a)2)XC) of OBRA-1990.

SEC. 13657. EXTENSION OF MUNICIPAL HEALTH SERVICE DEM-
ONSTRATION PROJECTS.
Section 9215 of the Consolidated Omnibus Budget Reconcili-
ation Act of 1985, as amended by section 6135 of OBRA-1989,
is amended—

(1) b stnh.lag' ing “December 31, 1993” and inserting “Decem-
ber 31, 19977, an
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(2) in the second sentence, by inserting after “beneficiary
costs,” the following: “costs to the medicaid program and other
payers, access to care, outcomes, beneficiary satisfaction, utili-
zation differences among the different populations served by
the projects,”.

PART III—PROVISIONS RELATING TO PARTS A
AND B

SEC. 135681. MEDICARE AS SECONDARY PAYER.
(a) EXTENSION OF AND MODIFICATIONS TO DATA MATCH PRO-

(1) Section 1862(b)5)C)iii) (42 U.S.C. 1395}(b)(5)(0)(m))
is amended by s “1995” and i
(2) Section 6103(1(12) of the Internal Revenue Code of 26 USC 6103.
1986 is aggnded:b - (B)( ) e
in subparagra) i inserting “ ve an
amount (if any) s ed b; the gecret.ary of Health and
Human Services,” after “sectlon 3401(&))
(B) in subparagraph (B)ii), in the matter precedi
i L o (F e
8 Ty 0 and Human Services,”
L RN
in subparagrap
99(;) in clause (i), by striking “1995” and inserting

“199(11) in glause (iiXI), by striking “1994” and inserting
an
(119% én clause (iiXII), by striking “1995” and insert-

ing “1
(b) EXTENSION OF MEDICARE SECONDARY PAYER TO DISABLED
BENEFICIARIES.—Section 1862(bX1)XBXiii) (42 U.S.C.
&1333 X1XBXiii)) is amended by striking “1995” and inserting
(c) EXTENSION OF 18-MONTH RULE FOR ESRD BENEFICIARIES.—
Section 1862(bX1) (42 U.S.C. 1395y(bX1)) is amended—
(1) in the second sentence of subparagraph (C) by striking
lor.i 909‘.8 before January 1, 1996” and inserting “before October
(2) in each of subp. phs (AXiv) and (B)(ii)—
(A) by stnkmg use (i) shall not apply” and insert-
i.ng (C) shall apply instead of clause (i),

(B) “(without regard to entitlement under
& in 2{6)" ther h (cv;dgal mm,or” S enefits under thi
in subparagrap nefits under this
title solely by reason of” and inserting “or eligible for benefits
under this ti tleunder"eachplace:tappears
(d) APPLICATION OF AGGREGATION RULES.
(1) IN GENERAL.—Section 1862(bX1) (42 U.S.C. 1395y(bX1))
is amended by adding at the end the following new subpara-

aph:
O “(E) GENERAL PROVISIONS.—For purposes of this sub-
section:
“(i) AGGREGATION RULES.—
All employers treated as a single employer
under subsection (a) or (b) of section 52 of the
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Internal Revenue Code of 1986 shall be treated

as a single empl()frer.

“‘i(lﬁgAll employees of the members of an affili-
ated service up (as defined in section 414(m)
of such Codeﬁhall be treated as employed by
a single employer.

I1I) Leased employees (as defined in section
414(nX2) of such e) shall be treated as employ-
ees of the person for whom they perform services
to the extent they are so treated under section
414(n) of such Code.

In applying sections of the Internal Revenue Code of

1986 under this clause, the Secretary shall rely upon

regulations and decisions of the Secretary of the Treas-

ury respecting such sections.”.

(2) CONFORMING AMENDMENT.—Section 5000(b)X2) of the
Internal Revenue Code of 1986 (relating to large group health
plans) is amended by adding at the end the following: “For
purposes of t.h:up ing sentence—

“(A) employers treated as a ainglle employer under
subsection (a) or (b) of section 52 shall be treated as a
single employer,

“B) sﬁl employees of the members of an affiliated serv-
ice group (as -feﬁned in section 414(m)) shall be treated
as employed by a ainfla employer, and

“(C) leased employees (as defined in section 414(n)2))
shall be treated as employees of the person for whom
thejr perform services to t\‘;e extent they are so treated
under section 414(n). ”.

(3) The amendments made by this subsection shall take
effect 90 days after the date of the enactment of this Act.
(e) UNIFORM TREATMENT OF CURRENT EMPLOYMENT STATUS.—

(1) IN GENERAL.—Section 1862(b)}(1) (42 U.S.C. 1395y(bX1))
e LA h (AXD), b ding subel

in subparagra i), by amen subclauses

(I) and (II) to read as foﬂowsi

“(I) may not take into account that an individ-
ual (or the individual’s spouse) who is covered
under the plan by virtue of the individual’s current
employment status with an employer is entitled
to Eeneﬁts under this title under section 226(a),

a

nd
“(II) shall provide that any individual 65
or over (and the individual's spouse age 65 or
older) who is covered under the plan by virtue
of the individual’s current employment status with
an employer shall be entitled to the same benefits
er the plan under the same conditions as any
such individual (or ﬂ)ouse) under age 65.”;

(B) in subparagraph (A)ii), b‘y striking “unless the
plan” and all that follows through “employees” and insert-
ing “unless the plan is a plan of, or contributed to by,
an employer or employee organization that has 20 or more

individuals in current employment status”;
(C) in subp ph (A)iii), by striking “by virtue of
employment” and E that follows through “calendar year

or” and inserting “by virtue of current employment status
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with an e?ployer that d::es tsl.lt‘:xts haf:re 20 or more mdl,véﬁlyua]s
in current employment s each working
each of 20 or more calendar weeks in the current calendar

year(%r;d" b ), b ith
m sul (AXv without
regard“h $0. sastion SO d}ofs d::de oreti:epe

at thee 8/ parﬁra

(E) in the heading subparngraph (B), by striking
ACTIVE”;

P i in subparagraph (BXi), by striking “clause (iv)II))
%not take into account that an active individual (as
ed in clause (ivXI))” and i ing “clause (iv)) may
not take into account that an individual (or a member
of the individual's family) who is covered under the plan
by virtue of the individual’s current employment status
mthanamploye:"
(G) b m'img clause (iv) of subparagraph (B) to
read as follows:
subparagrau(w) ph tﬁmgm e
, the Ige grou an
the meaning given such term ml:!ectmn bPOOO(b)(2)
of the Inte Revenue Code of 1986, without regard
S =
at the en paragrap , as
added by mbsectlon (dX1), the following:

“(ii) CURRENT EMPLOYMENT STATUS DEFINED.—An
individual has ‘current employment status’ with an
employer if the individual is an lployee, is the
employer, or is associated with the employer in a busi-
ness relationship.

“(iii) TREATMENT OF SELF-EMPLOYED PERSONS AS
EMPLOYERS.—The term ‘employer’ includes a self-
employed person.”.

(2XA) ion 5000 of the Internal Revenue Code of 1986
g (i) ubsection (a), b; rting “(including 1f:
i) in 8 on (a), by inse inc a self-

employed person)” after amplay e,
amendmg paragraph (1) of subsection (b) to

as
“(1) GrOUP m:wm PLAN.—The term up health plan’
means a plan (incl a self—msured of or eontnbnted
to hly, an employer mclm -emplo n) or
emp oz:e orgamzatmn top health care y or other-
wise) to the employees former emp the employer, others
associated or fo associated wi the employer in a busi-

ness ralatmnshlp, or their families.”, and
(iii) in subsection (c), bﬁ stnkmg “of section 1862(b)1)”
and inserting “of (1} or with the requirements
of ph (2), of sectlon 186
(B Sectmn 6103(1(12XEXii) of su.ch Code is amended to
read as follows:
"(n)Gmurnmme—Thete deﬁﬁlii’

means any group health plan (as
tlon 5000(bX1)).”.
(f) RETROACTIVE EXEHPTION FOR CERTAIN SITUATIONS INVOLV- 42 USC 1395y

ING RELIGIOUS ORDERS.—Section 1862(b)(1XD) of the Social Security "ote-
Act applies, with respect to items and services furnished before
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October 1, 1989, to any claims that the Secretary of Health and
Human Services had not identified as of that date as subject to
the provisions of section 1862(b) of such Act.

SEC. 13562. PHYSICIAN OWNERSHIP AND REFERRAL.

(a) IN GENERAL—Section 1877 (42 U.S.C. 1396nn) is

amended—

o (1) by amending subsections (a) through (e) to read as
ollows:

“(a) PROHIBITION OF CERTAIN REFERRALS.—

5 “1) In GE(NEML—Ex:gm t as provided in smon (b),
if a physician (or an immediate family member of s i-
cian) has a financial relationship with an entity speci.frela“ in
paragraph (2), then—

“(A) the physician ma‘y not make a referral to the
entity for the furnishing of ignated health services for
:rihcil payment otherwise may made under this title,

“(B) the enti:[yutanay not present or cause to be presented
a claim under this title or bill to any individual, third
mr, or other en‘lit{ for designated health services

N7 pursuant to a referral prohibited under subpara-
grap) 5
“(2) FINANCIAL RELATIONSHIP SPECIFIED.—For purposes of

this section, a financial relationship of a plgaician (or an imme-
diate family member of such physician) with an entity specified
in this paragraph is—

“(A) except as provided in subsections (¢) and (d), an
ownership or investment interest in the entity, or

“(B) except as provided in subsection (e), a compensa-
tion arrangement (as defined in subsection (h)X1)) between
the physician (or an immediate family member of such
physician) and the entity.

An ownershi&g investment interest described in sub; £h
(A) may be ugh equity, debt, or other means mm 8
an interest in an entity that holds an ownership or investment
interest in entity providing the designated health service.
“(b) GENERAL EXCEPTIONS TO BOTH OWNERSHIP AND COMPENSA-

TION ARRANGEMENT PROHIBITIONS.—Subsection (a)1) shall not
apply in the following cases:

“(1) PHYSICIANS’ SERVICES.—In the case of physicians’ serv-
ices (as defined in section 1861(q)) provided personally by (or
under the personal supervision of) another physician in the
;;fuma_g‘mu practice (as defined in subsection (h)X4)) as the

ician.

“(2) IN-OFFICE ANCILLARY SERVICES.—In the case of services
(other than durable medical equipment (excluding infusion
pumlifgsgd parenteral and enteral nutrients, equipment, and

supp
e e st physici
i) perso y the referring person-
ally by a o whoiaamegnberof same

p practice as the referring physician, or personall
gy indnl:riduals who are directly gupervised by?fle phymy-
m;l or by another physician in the group practice,
an
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“Gii)I) in a building in which the referring physi-
cian (or another physician who is a member of the
same group &?cﬁw) furnishes physicians’ services
unrelated to furnishing of designated health serv-
ices, or

“(II) in the case of a referring physician who is
a member of a up practice, in another building
which is used by the group practice—

“(aa) for the provision of some or all of the
group’s clinical laboratory services, or

“(bb) for the centralized provision of the
group’s designated health services (other than
clinical laboratory services), _

unless the Secretary determines other terms and condi-

tions under which the provision of such services does

not present a risk of pro; or patient abuse, and

“B) that are billed by the physician performing or
supervising the services, by a group practice of which such
physician is a member under a billing number assigned
to the group practice, or by an entity that is wholly owned
by such physician or such group practice,

if the ownership or investment interest in such services meets

such other requirements as the Secretary may impose by regu-

lation as needed to protect against program or patient abuse.

“(8) PREPAID PLANS.—In the case of services furnished by
an organization—

“(A) with a contract under section 1876 to an individual
enrolled with the organization,

“(B) described in section 1833(a)}(1XA) to an individual
enrolled with the organization,

“(C) receiving payments on a prepaid basis, under a
demonstration project under section 402(a) of the Social
Security Amemrmts of 1967 or under section 222(a) of
the Social Security Amendments of 1972, to an individual
enrolled with the organization, or

“D) that is a qualified health maintenance organiza-
tion (within the meaning of section 1310(d) of the Public
Health Service Act) to an individual enrolled with the

ization.

"(4? OTHER PERMISSIBLE EXCEPTIONS.—In the case of any
other financial relationship which the Secretary determines,
and specifies in regulations, does not pose a risk of program
or patient abuse.

“{c) GENERAL EXCEPTION RELATED ONLY TO OWNERSHIP OR
INVESTMENT PROHIBITION FOR OWNERSHIP IN PUBLICLY TRADED
SECURITIES AND MUTUAL FUNDS.—Ownership of the following shall
not be considered to be an ownership or investment interest
described in subsection (a)}(2)(A):

“(1) Ownership of investment securities (including shares
or bonds, debentures, notes, or other debt instruments) which
ﬂ be &u.rchued on terms generally available to the public

W

hich are—
“(A)i) securities listed on the New York Stock
Exchange, the American Stock , or any regional

exchange in which quotations are published on a daily
basis, or foreign securities listed on a recognized foreign,
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national, or ional exchange in which quotations are
published on my basis, or
“(ii) traded under an automated interdealer quotation
gystem operated by the National Association of gecu.rities
Dealers, and
“(B) in a corporation that had, at the end of the corpora-
tion’s most recent fiscal year, or on average during the
ST st Do e e
“(2) Ownership of shares in a regulated investment com-
as defined in section 851(a) of the Internal Revenue
moflgsﬁ,ifsuchwmpanyhad,attheendofthemm ]
most recent fiscal year, or on a during the previous
3 fiscal years, total assets exceeding $75,000,000.
“(d) ADDITIONAL EXCEPTIONS RELATED ONLY TO OWNERSHIP

OR INVESTMENT PROHIBITION.—The following, if not otherwise
excepted under subsection (b), shall not be considered to be an
ownership or investment interest described in subsection (a)}2)A):

1) HOSPITALS IN PUERTO RICO.—In the case of designated
health services provided by a hospital located in Puerto Rico.
“(2) RURAL PROVIDER.—In the case of designated health
services furnished in a rural area (as defined in section
1886(dX2XD)) by an entity, if substantially all of the designated
health services fumishncfbysuch entity are furnis to
individuals residing in such a rural area.

“(3) HOSPITAL OWNERSHIP.—In the case of designated
health services provided by a hospital (other than a hospital
described in paragramgh () if—

“(A) the ing physician is authorized to perform
services at the hospital, and

“B) the ownership or investment interest is in the
mplg) itself (and not merely in a subdivision of the

pital).
“(e) EXCEPTIONS RELATING TO OTHER COMPENSATION ARRANGE-

MENTS.—The follcrw?ﬁ shall not be considered to be a compensation
arrangement described in subsection (a)X2)B):

“(1) RENTAL OF OFFICE SPACE; RENTAL OF EQUIPMENT.—
“(A) OFFICE SPACE.—Payments made by a lessee to
a lessor for the use of premises if—

“(i)theleaaeisaetoutinwﬁﬁng,.siﬁ;adb the
parties, and specifies the premises covered by the

“(ii) the space rented or leased does not exceed
that which is reasonable and necessary for the legiti-
mate business p of the lease or rental and
isusedexclusivelymtheleueewhenbeingmedby
the lessee, except that the lessee may make payments
fortheuseofs&::ceoonmnhng" of common areas if
such payments not exceed the lessee’s pro rata
share of expenses for such space based upon the ratio
of the space used exclusively by the lessee to the total
amount of space (other than common areas) occupied
all using such common areas,

“(iii) the lease provides for a term of rental or
leaaefnratleasttldur,

“(iv) the rental charges over the term of the lease
are set in advance, are consistent with fair market
value, and are not determined in a manner that takes
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into account the volume or value of any referrals or

other business generated between the parties,

“(v) the lease would be commercially reasonable

:nv?ln if no referrals were made between the parties,

“(vi) the lease meets such other requirements as
may impose by regulation as needed
to protect against program or patient abuse.

“(B) EQUIPMENT.—Payments made bty a lessee of equip-
ment to the lessor of the equipment ortheuse:?the
equipment if—

“(i) the lease is set out in writing, signed by the

Im.rties, and specifies the equipment covered by the

ease,

“(ii) the equipment rented or leased does not exceed
that which is reasonable and necessary for the legiti-
mate business of the lease or rental and
is used exclusively by the lessee when being used by
the lessee,

“(iii) the lease provides for a term of rental or
lease of at least 1 year,

“(iv) the rental charges over the term of the lease
are set in advance, are consistent with fair market
value,andamnottjaterminedinammnerthattakes
into account the volume or value of any referrals or
other business generated between the parties;

“(v) the lease would be commercially reasonable
evzn if no referrals were made between the parties,
an

“(vi) the lease meets such other requirements as
the Secretary may impose by regulation as needed
to protect against program or patient abuse.

“(2) BONA FIDE EMPLOYMENT RELATIONSHIPS.—Any amount
paid by an employer to a ician (or an immediate family
member of mﬂ physician) who has a bona fide em‘ploymant
{felationahip with the employer for the provision o

“(A) the employment is for identifiable services,
“(B) the amount of the remuneration under the
employment—
“(i) is consistent with the fair market value of
the services,
"(ii)ilnotdsbermiped_inamannerthattakea

services

into account (di or ) the volume or value
of any referrals by the referring physician,
“(C) the remuneration is provic pursuant to an

:‘groament which would be commercially reasonable even
if no referrals were made to the employer, and
“(D) the employment meets 8 other requirements .

as the Secretary may impose by regulation as needed to

protect agunn or patient abuse.
Subparagrap (B)(ilWMt prohibit the payment of remu-
neration in the form of a productivity bonus based on services

performed personally by the physician (or an immediate family
member of such physician).
“(3) PERSONAL SERVICE ARRANGEMENTS.—
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“(A) In GENERAL.t (inclu_dmg Remuneration hf;'gm} an entity ull:der
an arrangemen remunera or 8 ¢ physi-
cians’ 31var(v:;m;t]t:;“a furnished to t'a nonlzroﬁ: b t?:;m} %

“i arrangement is set out in writing, si
lt)gtheparﬁes,t?ndspwﬁ' estheserﬁcesmva%by

e men!

“(ii) arrangement covers all of the services
to be provided by the physician (or an immediate family
member of such physician) to the entity,

“(iii) the gate services contracted for do not
exceed those t are reasonable and necessary for
the legitimate business purposes of the arrangement,
3 “(iv) the term of the arrangement is for at least

year,

“(v) the compensation to be paid over the term
of the arrangement is set in advance, does not exceed
fair market value, and except in the case of a )ghyaidan
incentive plan described in subparagraph (B), is not
determi in a manner that takes into account the
volume or value of any referrals or other business
generated between the parties,

“(vi) thte &er;‘no?s tol be rmed li:;xder the
arrangemen invoive counse or pro-
motion or a business arrangement or other activity
that violates any State or Federal law, and

“(vii) the arrangement meets such other require-
ments as the Secretary may impose by regulation as
needed to protect against program or patient abuse.
“(B) PHYSICIAN INCENTIVE PLAN EXCEPTION.—

“(i) IN GENERAL.—In the case of a physician incen-
tive plan (as defined in clause (ii)) between a physician
and an entity, the compensation may be determined
in a manner (through a withhold, capitation, bonus,
or otherwise) that takes into account directly or
indirectly the volume or value of any referrals or other
business ated between the parties, if the plan

meets the following i ts:
“I NW@!‘. is made dw or
indirectly r the plan to a physician or a physi-

cian group as an inducement to d?fuqethor limit
medically necessary services provi with respect
to a ﬂeciﬁc individual enrolled with the entity.
“(II) In _the case of a plan that places a physi-
cian or a physician tﬁ at substantial financial
risk as determined Ey e Secretary pursuant to
section 1876(i)(8)AXi1), the plan complies with any
requirements the Secretary may impose pursuant
o “(I11) Uoon. by the Secre th
uest , the entit
provides thgon Sammtary v{r'ith aweaatat?deacn'ptivz
information regarding the p in order to permit
the Secretary to determine whether the plan is
in compliance with the requirements of this clause.
“(ii) PHYSICIAN INCENTIVE PLAN DEFINED.—For pur-
poses of this subparagraph, the term ‘physician incen-
tive plan’ means any compensation arrangement
between an entity and a physician or physician group
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that may directly or indirectly have the effect of reduc-
ing or limiting services provided with respect to
individuals enrolled with the entity.

“(4) REMUNERATION UNRELATED TO THE PROVISION OF DES-
IGNATED HEALTH SERVICES.—In the case of remuneration which
is provided by a hospital to a physician if such remuneration
does not relate to the provision of designated health services.

“(5) PHYSICIAN RECRUITMENT.—In the case of remuneration
which is provided by a hospital to a physician to induce the

hysician to relocate to the aphic area served by the
Eg:giﬁi;ordertobeamenﬂofthame&cﬂstaﬁ'gfthe
l —
“(A) the ician is not required to refer patients
to the hospital,

“B) the amount of the remuneration under the
arrangement is not determined in a manner that takes
into account (directly or indirectly) the volume or value
of any referrals by the referring physician, and

C) the arrangement meets such other requirements
u&Smt:rymayimpoubyrzgnhﬁonasneededto
against program or patient abuse.

6) ISOLATED TRANSACTIONS.—In the case of an isolated
financial transaction, such as a one-time sale of property or
practice, if—

“(A) the requirements described in subparagraphs (B)
and (C) of paragraph (2) are met with respect to the entity
in the same manner. as they apply to an employer, and

“(B) the transaction meets such other requirements
as the Secretary may impose by regulation as needed to
Emtact against program or patient abuse.

(7) CERTAIN GROUP PRACTICE ARRANGEMENTS WITH A HOS-
PITAL.—

“(A) IN GENERAL.—An arrangement between a hospital

p under which deaiﬂi.lt:g health services are
provided by the group but are billed by the hospital if—

L S e e

inpatien 08pi ent is pursuan
to the provision of inpatient hospital services under

section 1861(bX3),

“(ii) the arrangement before December 19,
1989, and has continued in effect without interruption
since such date,

“(iii) with respect to the designated health services
covered under the arrangement, substantially all of
such services furnished to patients of the hospital are
furnished by the group under the arrangement,

“(iv) the arrangement is pursuant to an agreement
that is set out in writing and that specifies the services
to be provided by the ies and the compensation
for services provided under the agreement,

“(v) the compensation paid over the term of the
agreement is consistent with fair market value and
the compensation unit of services is fixed in
advance and is not i in a manner that takes
into account the volume or value of any referrals or
other business generated between the parties,
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“(vi) the compensation is provided pursuant to an
agreement which would be commercially reasonable
even if no referrals were made to the entity, and

“(vii) the arrangement between the parties meets
such other requirements as the Secretary may impose
by tion as needed to protect against program
or patient abuse,

“8) ang's BY A PHYSICIAN FOR ITEMS AND SERVICES.—
P ents made by a physician—
g “(A)toalab’?;'ntoryinexchangefortheproviaion of
clinical laboratory services, or
“(B) to an entity as compensation for other items or
services if the items or services are furnished at a price
that is consistent with fair market value.”;
(2) by amending subsection (h) to read as follows:
“(h) DEFINITIONS AND SPECIAL RULES.—For purposes of this

section:

“(1) COMPENSATION ARRANGEMENT; REMUNERATION.—(A)
The term ‘compensation arrangement’ means any arrangement
involving any remuneration between a physician (or an imme-
diate family member of such physician) and an entity other

than an nt involving only remuneration described
in sub (©C).
“B) term ‘remuneration’ includes any remuneration,

di.rect.lé or indirectly, overtly or covertly, in cash or in kind.
“(C) Remuneration described in this subparagraph is any
remuneration consisting of any of the following:

“(i) The forgiveness of amounts owed for inaccurate
tests or procedures, mistakenly performed tests or proce-
dures, or the correction of minor billing errors.

“(ii) The provision of items, devices, or supplies that
are used solely to—

“(I) collect, transport, 88, or store specimens
for the entity provi e item, device, or supply,

or

“(II) order or communicate the results of tests or

?rocedurea for such entity.
(iii) A payment made by an insurer or a self-insured
lan to a physician to satisfy a claim, submitted on a
for service basis, for the furnishin iofhealthsemm‘
by that physician to an individual who is covered by a
policy with the insurer or by the self-insured ocPlxm, if—
“(I) the health services are not furnished, and the
payment is not made, uant to a contract or other
a.:l;rangement between insurer or the plan and the

physician,

“(II) the t is made to the ician on
Buhalf Of the bovared tndividust and woflgy:lthemu'
be made directly to such individual,

“(III) the amount of the payment is set in advance,
does not exceed fair market value, and is not deter-
mined in a manner that takes into account directly
or indirectly the volume or value of any referrals, and

“(IV) the payment meets such other requirements
as the Secretary may impose by regulation as needed
to protect against program or patient abuse.
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“(2) EMPLOYEE.—An individual is considered to be
‘employed by’ or an ‘employee’ of an entig if the individual
would be considered to an employee of the entity under
the usual common law rules applicable in determining the
employer-employee relationship (as applied for p of sec-
tion 3121(dX2) of the Internal nue Code of 1986;.

“(3) FAIR MARKET VALUE.—The term ‘air market value’
means the value in arms length transactions, consistent with
the general market value, and, with respect to rentals or leases,
the value of rental property for general commercial purposes
(not taking into account its intended use) and, in the case
of a lease of space, not adjusted to reflect the additional value
the prospective lessee or lessor would attribute to the proximity
or convenience to the lessor where the lessor is a potential
source of patient referrals to the lessee.

“(4) GROUP PRACTICE.—

“(A) DEFINITION OF GROUP PRACTICE.—The term ‘group
practice’ means a group of 2 or more physicians legally
organized as a partnership, professional corporation,
foundation, not-for-profit corporation, faculty practice plan,
or similar association—

“(i) in which each physician who is a member
of the group provides substantially the full range of
services which the physician routinely provides, includ-
ing medical care, consultation, diagnosis, or treatment,
through the joint use of shared office space, facilities,
equipment and personnel,

B(ii) for which substantially all of the services of
the icians who are members of the group are ﬂflm
vi the group and are billed under a billi
number assigned to the p and amounts so receiv
are treated as receipts of the group,

“(iii) in which the overhead expenses of and the
income from the practice are distributed in accordance
with methods previously determined,

“(iv) emeg:: as provided in subli:!ragra&h (BX1),
in which no physician who is a member of the group
directly or indirectly receives compensation based on
the volume or value of referrale by the physician,

“(v) in which members of the group personally
conduct no less than 75 percent of the physician-patient
encounters of the group practice, and

“(vi) which meets such other standards as the Sec-
re may impose by regulation.

“(B) SPECIAL RULES.— ;

“(i) PROFITS AND PRODUCTIVITY BONUSES.—A physi-
cian in a p practice may be paid a share of overall
profits of the group, or a uctivity bonus based
on services perso ormed or services incident
to such nally ormed services, so long as the
share or bonus is not determined in any manner which
is directly related to the volume or value of referrals
by such physician.

“(ii) FACULTY PRACTICE PLANS.—In the case of a
faculty practice plan associated with a hospital, institu-
tion of higher education, or medical school with an
approved medical residency training program in which
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phymcmn members may provide a variety of different
ty services and provide professional services
bothmﬂlmandoutmdethegroug as well as perform
other tasks such as research paragraph (A) shall
be applied ::3 with respect to the services provided
wlthm the faculty practice plan.
“(5) REFERRAL; mm!:nnme PHYSICIAN.—

“(A) PHYSICIANS' SERVICES.—Except as provided in
subparagraph (C), in the case of an item or service for
which nt may be made under part B, the request
by a physician for the item or service, mcludmg the request
by a physician for a consultation with another physician
(and any test or procedure ordered by, or to be performed
by (or under the su igion of) that other physician),
constitutes a ‘referral’ by a ‘referring physician’.

“(B) OTHER rrmas—Exeeu& as provided in sub
graph (C), the t or establishment of a plan o

y a ph wi includes the provision of the des-
ated th service constitutes a ‘referral’ by a ‘referring
p ysu:mn

“(C) CLARIFICATION RESPECTING CERTAIN SERVICES
INTEGRAL TO A CONSULTATION BY CERTAIN SPECIALISTS.—
A request by a pathologist for clinical diagnostic laboratory
tests and pathological examination services, a request by
a radiologist for dlagnostu: radiology services, and a request
by a radiation oncologist for radiation therapy, if such
services are ﬁxrmshe(()lm by (or under the supervision of)
such pathologist, radmlogmt, or radiation onco Yeg'nst pursu-
ant to a consultation by another physician does
not constitute a ‘referral’ [;l; a ‘refe hysician’.

“(6) DESIGNATED HEALTH SERVICES.—The term ‘designated
health services’ means any of the following items or services:

“(A) Clinical laboratory services.

“(B) Physical thera samees.

“(C) Occupational therapy services.

“(D) Radiology or other ostic services.

“(E) Radiation therapy services.

“(F) Durable medical equipment.

“l(lG) Parenteral and enteral nutrients, equipment, and
supplies.

“(H) Prosthetics, ort.hotws, and prosthetic devices.

“E.II))%?B health services.

= tient prescription drugs.

“K) Inptg:wnt agd out;;’:lhant hospital services.”;

(3) in subsectlon tn.i:u:g “chmca.l laboratory serv-
ices” and inserting “ ted health services”; and
(4) in par ,Ph 1 of subsection (g), by stnking “clinical
aboratory service” and inserting “designated health service”.
(b) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in paragraph (2), the
amendments made by this section shall apply to referrals—

(A)madennoraﬂ'.erJanuaryl 1992, in the case
of clinical laboratory services, and

(B) made after December 31, 1994, in the case of other
designated health services.

(2) ONS.—With respect to referrals made for clinical
laboratory services on or before December 31, 1994—
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(A) the requirements of clauses (iv) and (v) of section
1877(h)4XA) of the Social Security Act, as amended by
this section, shall not apply; and

(B) the second sentence of subsection (a)X2), and sub-
sechnns (bX2XB), (c), (dX2), (eX1), and (h)X4XB) of section
1877 of suchAet,asm ect on the before the date
of the enactment of this Act, shall apply (instead of the
corresponding provision in such section as so amended).

SEC. 13563. DIRECT GRADUATE MEDICAL EDUCATION.

(a) ELIMINATION OF CoST-OF-LIVING UPDATE IN PER RESIDENT
AMOUNTS FOR DIRECT MEDICAL EDUCATION.—Section 1886(h) (42
U.8.C. 1395ww(h)) is amended—

e gMJF_ each” and inserting “() Except
by 'or and inse i) Exce
wdedmclausa (ii), for each”, and ’

(B) l;y nddmg at the end the following dnew clause;

“(ii) reporhnf uring fiscal
year 1994 or ﬁwal year 5, the app FTE resident
amount for a hospital shall not be updated under clause
(i) for a resident who is not a pri care resident (as
defined in paragraph (5)(H)} or a resident enrolled in an
:ggroved medmal m;ro;l ncy training program in obstetrics

2
: )mﬂ rgdkeilg}n_ahng subparagraph (H) as subpara-

g'mph (I) and

(B) by msertmg after subparagraph (G) the following
new subparagraph:

“(H) PRIMARY CARE RESIDENT.—The term ‘primary care
resident’ means a resident enrolled in an approved medical
residency training program in family , general

internal medicine, general pediatrics, pmventwe med.lcme,
geriatric medlcma, or osteopathic general practice.”.
(b) Inrruu. RESIDENCY PERIOD.—
GENERAL.—Section 1886(h)X5XF) (42 US.C.
1395ww(h)(5)(F)) is amended——
“plus one year"
) in clause ii), by inserting or a preventwe medicine
residency or fe“ow!hlp program” after “fellowship pro-

2) EFFECTIVE DATES.—The amendments made by para- 42 USC 1395ww

graphs {IXA) and (1XB) shall take effect on July 1, 1995, note.
a.n the date of the enactment of this Act, respectively.

(c) ADJUSTMENT FOR PUBLICLY-FUNDED FAMILY PRACTICE RESI-
DENCY PROGRAMS.—

(1) IN GENERAL—Section 1886(h)X5) (42 U.S.C.
1395ww(h)(5)), as amended by subsection (a), is amended by
addmgattheendthefo wing new sub ph:

“(J) ADJUSTMENTS FOR CERTAIN FAMILY PRACTICE RESI-

DENCY PROGRAMS.—

“(i) IN GENERAL.—In the case of an approved medi-

cal residency tralmntﬁ program (meeting the
ments of clause (ii)) of a hospital which recewﬂmda
from the United States, a State, or a political subdivi-

sionofaStnteornnmstmmentahtyofsuchaState
or political subdivision (other than payments under
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this title dor' a St:late plan unr:li;rg title oﬁi} g‘otn;e the
rogram during the cost re peri at began
gurgul;g fiscal year 1984, the ﬁretary shall—

“(I) provide for an average amount under para-
graph (2)A) that takes into account the Secretary’s
estimate of the amount that would have been rec-
ognized as reasonable under this title if the hos-
pital had not received such funds, and

“(II) reduce the ent amount otherwise
provided under this su ion in an amount
e T

e cost repo period invo - is
allocable to this title.

“(ii) ADDITIONAL REQUIREMENTS.—A hospital’s
approved medical residency program meets the require-
ments of this clause if—

“(I) the program is limited to training for fam-
ily and community medicine;

“(II) the program is the only approved medical
residency program of the hospital; and

“(III) the average amount determined under
paragraph (2XA) for the hospital (as determined
without regard to the increase in such amount
described in clause (iXI)) does not exceed $10,000.”.

42 USC 1395ww (2) EFFECTIVE DATE.—The amendment made by paraﬁh

note: (1) shall apply to payments under section 1886(h) of the al
Security Act for cost reporting periods beginning on or after
October 1, 1992.

42 USC 1395ww (d) ADJUSTMENT IN GME BASE-YEAR CoSTS OF FEDERAL INSUR-
B ANCE CONTRIBUTIONS ACT.—

(1) IN GENERAL.—In determining the amount of payment
to be made under section 1886(h) of the Social Security Act
in the case of a hospital described in paragraph (2) for cost
reporting periods beginning on or after October 1, 1992, the
Secretary of Health and Human Services shall redetermine
the a‘laproved FTE resident amount to reflect the amount that
would have been paid the hospital if, duringbgm hospital’s
base cost reporting period, the hospital had n liable for
FICA taxes or for contributions to the retirement system of
a State, a political subdivision of a State, or an instrumentality
of such a State or political subdivision with respect to interns
and residents in its medical residency training program.

(2) HOSPITALS AFFECTED.—A hospital described in this
paragraph is a hospital that did not pay FICA taxes with
respect to interns and residents in its medical residency train-
ing program during the hospital’s base cost reporting period,
but 1s required to pag FI taxes or make contributions to
a retirement system described in paragraph (1) with respect
to such interns and residents because of the amendments made
by section 11332(b) of OBRA-1990.

(3) DEFINITIONS.—In this subsection:

The “base cost reporting period” for a hospital
is the hospital’'s cost reporting period that began during
fiscal year 1984.

(B) The term “FICA taxes” means, with respect to

a hospital, the taxes under section 3111 of the Internal

Revenue Code of 1986.
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SEC. 13564. REDUCTION IN PAYMENTS FOR HOME HEALTH SERVICES.

(a) IN GENERAL.—

(1) No CHANGES IN cOST LIMITS.—The Secretary of Health 42 USC 1395x
and Human Services shall not provide for any change in the ™%
per visit cost limits for home health services under section
1861(v)1XL) of such Act for cost reporting periods beginning
on or after July 1, 1994, and before July 1, 1996, except as
may be necessary to take into account the amendment made
by subsection (b)1). The effect of the preceding sentence shall
not be considered by the Secretary in making adjustments
E\;;sunnt to section 1861(vX1XLXii) of such Act to the payment

its for such services during such cost re; riods.

(2) DELAY IN UPDATES.—Section 1861(v)X IXEO Xiii) 42 U.S.C.
1395x(v)X(1)XLXiii)) is amended by striking “thereafter,” and

“thereafter (but not for cost repo: riods be
on or after July 1, 1994, and before > 1996)"
(b) %ummmon OF ADD-ON FOR OVERHEAD OF HOSPITAL-BASED

HoME HEALTH AGENCIES.—
(1) GENERAL RULE—The first sentence of section
1861(vX1XL)ii) (42 U.S.C. 1395x(vX1)XL)ii)) is amended by
8 “, with appropriate ad]ustment for administrative and
costs of hospital-based agencies”.
(2) EFFECTIVE DATE.—The amendment made by paragraph 42 USC 1395x

8()2120 sg:ll.llagg gr to cost reporting periods beginning on or after "¢

SEC. 13565. IMMUNOSUPPRESSIVE DRUG THERAPY.

_Section 1861(sX2XJ) (42 U.S.C. 1395x(s)2)J)) is amended by
“title, within” and all that follows and inserting the follow-
ing butonlymthecaseofdrugsfurmshed

“(i) before 1995, within 12 months after the date of
the transplant procad

“(ii) during 1995, within 18 months after the date
of the transplant prooedure,

“Gii) during 1996, within 24 months after the date
of the transplant procedure,

“(iv) during 1997, within 30 months after the date
of the transplant procedure, and

“(v) during any year after 1997, within 36 months
after the date of the transplant procedure;”.

SEC. 13566. REDUCTION IN PAYMENTS FOR ERYTHROPOIENTIN,

(a) IN GENERAL.—Section 1881(b) (42 U.S.C. 1395rr(b)) is
amended—

W i.nl - ;111)}(1)(01, by striking “1861(sX2XQ)” and
{2)1n ph (11)(B)GiXD—

by striking “1991” and inserting “1994”, and
(B) by striking “$11” and inserting “$10”.
(b) SELF-ADMINISTRATION OF ERYTHROPOIENTIN.—Subpara-
graph (P) of section 1861(s)(2) (42 U.S.C. 1395x(s)X2)) is amended—
(1) by striking “home”, and
(2) by moving such suhparagraph two ems to the left.
(c) EFFECTIVE DATE.—The amendments made by this section 42 USC 1395x
shall apply to erythropoietin furnished on or after January 1, 1994. "o
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101 Stat.
1330-65.

98 Stat. 1103.

42 USC 1395h
note.

42 USC 1395mm (OBRA-1989, is amended by striking “1994

note.

SEC. 13567. EXTENSION OF SOCIAL HEALTH MAINTENANCE
ORGANIZATION DEMONSTRATIONS.

(a) EXTENSION OF CURRENT WAIVERS.—Section 4018(b) of
OBRA-1987, as amended by section 4207(b)X4)B) of OBRA-1990,
is amended—

(1) in graph (1) by striking “December 31, 1995” and
inserting ber 31, 1997”; and
(2) in ‘_Jaragraph (4) by striking “March 31, 1996” and

inserting “March 31, 1998”.

(b) EXPANSION OF DEMONSTRATIONS.—Section 2355 of the Defi-
cit Reduction Act of 1984 is amended—

(1) in the last sentence of subsection (a) by striking “12
months” and inserting “36 months”; and
(2) in subsection (b)1)(B)—
(A) by striking “or” at the end of clause (iii); and
(B) by redesigna ing clause (iv) as clause (v) and insert-
ing after clause (iii) the following new clause:

“(iv) integrating acute and chronic care manage-
ment for patients with end-stage renal disease through
expanded community care case management services
(and for purposes of a demonstration project conducted
under this clause, any requirement under a waiver
granted under this section that a project disenroll
individuals who develop end-stage renal disease shall
not apply); or”.

(c) EXPANSION OF NUMBER OF MEMBERS PER SITE.—The Sec-
retary of Health and Human Services may not impose a limit
of less than 12,000 on the number of individuals that may partici-
pate in a project conducted under section 2355 of the Deficit uc-
tion Act of 1984,

(d) EFFECTIVE DATE.—The amendments made by this section
shall take effect as if included in the enactment of OBRA-1990.

SEC. 13568. TIMING OF CLAIMS PAYMENT.

(@) IN GENERAL.—Sections 1816(c)3XB) (42 U.S.C.
ameniias by wiiking clkcacs (3 i 60 col oing T Hilowtg:
ame 8 clauses (i ii inse: e following:

“(i) with respect to claims submitted electronically as pre-
scribed by the Secretary, 13 days, and
“(ii) with respect to claims submitted otherwise, 26 days.”.
) TIME LiMIT OF 30 DAYS FOR CLEAN CLAIMS.—Sections
1816(c)2)BXii) (42 U.S.C. 1395h(c)2)BXii)) and 1842(c)}2)BXii)
SR S i
in subclause , by s riod,” and inse
iod endizﬁﬁ;r before September 30, 1993,”, and
(2) by adding at the end the following new subclause:
“(V) with respect to claims received in the 12-month
Do et Tt sl 30 ST G
any s -mon 4 1 S

(c) EFFECTIVE DATE.—The a:gggdments made by this section

shall apply to claims received on or after October 1, 1993,

SEC. 18560. EXTENSION OF WAIVER FOR WATTS HEALTH FOUNDATION.

Section 9312(cX3XD) of OBRA-1986, as added by section
4018(d) of OBRA-1987 and as amended i:; section 6212(a)1) of

and inserting “1996".
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PART IV—PROVISION RELATING TO PART B
PREMIUM

SEC. 13571. PART B PREMIUM.

Section 1839 (42 U.S.C. 1395r) is amended—

(1) in subsection (eX1XA), by striking “December 1983 and
prior to January 1991 shall be an amount equal to 50 percent”
and inserting “after Dece